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WASHINGTON, MAY 9, 1932 


Monday Morning Session 
April 25, 1932 


The opening session of the Twenty-fourth Conference of Governors 
convened at 9:45 o’clock on Monday morning, April 25, 1932, in the 
Old Hall of the House of Delegates at the Capitol at Richmond, Va., 
Hon. Norman §. Case, Governor of Rhode Island, presiding. 

CHAIRMAN CASE: The Twenty-fourth Conference of Governors will 
please be in order. 

It is my privilege to call upon the Reverend W. C. James, D. D., of 
Williamsburg, for the invocation at the opening of the session. Dr. 
James. 

Rev. W. C. JAMES: We thank Thee, our Father, that Thou are inter- 

ested in all of our ways. We thank Thee that there is nothing that 
concerns us, whether it be political or social or economic or religious, 
that does not at the same time make a mighty appeal unto Thee. 
- Very particularly do we thank Thee for Thy all-embracing care and 
solicitude at this time when the entire world, our own beloved country 
included, is in a worse plight than so far as we know it has ever been 
before; and we do thank Thee now that many of the world’s ablest 
thinkers, whether pagan or Jew or Protestant or Catholic, have at last 
come to see and to say that the only way out of the world’s misery is 
by the way of the teachings of the Man of Galilee. 

We pray Thee, therefore, to grant to these, Thy servants, and to all 
people in positions of responsibility and of power, a peculiar sensitive- 
ness and responsiveness to that wisdom which cometh from above. 

The Lord bless you, gentlemen, and keep you, and cause His face to 
shine upon you. The Lord give to-you a pleasant and profitable sojourn 
in our Capital city, and likewise in our State. The Lord grant you a 
safe return to your own homes ; and above all else, the Lord help you 
to make conditions easier and more tolerable for your own people, so 
that life for them will be sweeter and happier and richer and fuller in 
every way. 

We ask it all in the name of Him who, teaching us to pray said, Our 
Father who art in heaven, hallowed be Thy name, Thy kingdom come, 
Thy will be done on earth as it is in heaven. 

Give us this day our daily bread, and forgive us our trespasses, as 
we forgive those who trespass against us; and lead us not into tempta- 
tion, but deliver us from the evil one; for Thine is the kingdom and 
the power and the glory forever. Amen! 


Roll Call of States 


~HAIRMAN CASE: Members of the Conference will regret that former 
Governor Hardee, of Florida, who is the Secretary of the Conference, 
has not yet arrived. Colonel Williams, personal aide to Governor Pol- 
lard, will act for us temporarily as Secretary of the Conference, and 
will call the roll of the States. I would appreciate it if the Governor 
representing the State would answer, and I would ask that during this 
time there be no demonstration of approval at the time the name is 
responded to. 

Colonel Williams, will you call the roll, sir? 

Cot. JOHN W. WILLIAMS (Richmond, Va.), called the roll and the 
following responded: 
CALIFORNIA 
CONNECTICUT 
DELAWARE 
FLORIDA... 
ILLINOIS.... 


.. Governor JAMES ROLPH JR. 
...Governor WILBUR L. Cross 

.. Governor C. DOUGLASS BUCK 

.. Governor DOYLE E. CARLTON 

.. Governor Louis L. EMMERSON 
..Governor DAN W. TURNER 

. Governor HARRY H. WOODRING 
.. Governor ALVIN O. KING 

. Governor WILLIAM T. GARDINER 
.- Governor ALBERT C. RITCHIE 

. Governor FLOYD B. OLSON 
.. Governor HENRY S. CAULFIELD 

Governor FREDERICK B. BALZAR 

. Governor JOHN G. WINANT 

. Governor FRANKLIN D. ROOSEVELT 

. Governor O. MAX GARDNER 

. Governor GEORGE F. SHAFER 
.Governor GEORGE WHITE 
. Governor NORMAN §S. CASE 

. Governor I. C. BLACK Woop 

. Governor GEORGE H. DERN 
.. Governor STANLEY C. WILSON 

. Governor JOHN GARLAND POLLARD 

Governor WILLIAM G. CONLEY 

Subsequently the following Governors were in attendance: 

2 Governor RICHARD B. RUSSELL JR. 
MASSACHUSETTS Governor JOSEPH B. ELY 
PENNSYLVANIA Governor GIFFORD PINCHOT 

CHAIRMAN CASE: Are there former Governors of any States pres- 
ent? I think Governor Trinkle is here, of Virginia. Are there any 
other former Governors of any State of the United States present at 

he Conference? (No reply.) 

Thank you, gentlemen. 


KANSAS.... 
LOUISIANA... 


Welcome by Governor Pollard 


ventlemen of the Conference, it is my pleasure at this time to pre- 
ent for the address of welcome our host, His Excellenecy, John Gar- 
and Pollard, of the Commonwealth of Virginia. Governor Pollard! 
( Applause. ) 

HON. JOHN GARLAND POLLARD: Mr. Chairman, Fellow Governors, 
Ladies and Gentlemen: Welcome is one of those rare words in the 
English language, the very sound of which seems to come straight 
from the heart, and when spoken with sincerity is so full of meaning 
it leaves little else to be said. And when we couple that word with 
Virginia, and we say, Welcome to Virginia, it sets in motion a train 
of thought which I am glad to believe finds an affectionate response in 
all American hearts, for it-is the Mother State which welcomes you. 
This is home-coming day. This is a family reunion. We sit together 
around the hearthstone to-honer the Father of Our Country. 

While the American Governors meet here in their Twenty-fourth 


Annual Conference to discuss present-day problems affecting the public 
welfare, we know that the impelling motive which brings you to 
Washington’s home State during this bicentennial year is that you 
may acknowledge the gratitude of your State to the man under whose 
leadership our liberties were established. It is for this reason that 
we have so fashioned our program, that you may literally walk in the 
footsteps of Washington, and that your eyes may behold the scenes of 
his struggles and of his accomplishments. 

We shall take you to the scenes of his boyhood days; we shall take 
you to his mother’s home, and to the spot where her ashes rest. We 
shall take you to the ancient capital, where his public service began 
and ended—began as a member of the colonial law-making body and 
ended as chancellor of the College of William and Mary. 


Purposes of the Conference 


Incidentally, -but none the less appropriately, we shall take you to 
the homes of some of Washington’s grand contemporaries who, with 
him, laid deep and strong the foundations of this Republic. 

And, finally, we shall take you to Mount Vernon, his home on the 
banks of the Potomac, and his final resting place under the shade of 
the trees. 

But we are also here to fulfill the purpose for which this Conference 
exists, as expressed in its articles of organization, to exchange views 
and experiences on subjects of general importance to the people of the 
several States, the promotion of greater uniformity in State legislation, 
and the attainment of greater efficiency in State administration. 

I welcome you, my fellow Governors, to the task which has called us 
to assemble. May the hours we spend here reasoning together be 
filled with both pleasure and profit. 

I congratulate you on the opportunity now afforded for interchange 
of thought. I congratulate this Conference that it has brought to- 
gether so many of our best thinkers in the field of statesmanship. 
Virginia will profit by your coming, for Virginia is neither self-cen- 
tered nor self-satisfied. She desires to draw from the experience of 
other Commonwealths, and cherishes the hope that she may be able 
to contribute in some measure to the welfare of her sister Common- 
wealths. 

Welcome, thrice welcome to our hearts and to our homes! May our 
meeting together serve to reimpress us with the richness of our com- 
mon heritage and the vastness of.our opportunity for service to man- 
kind. (Applause.) 

CHAIRMAN CASE: To the Governor who has traveled the longest dis- 
tance to attend this Conference we have entrusted the very pleasant 
duty of responding on behalf of the visiting Governors, Honorable 
James Rolph Jr., Governor of California! (Applause.) 


Response by Governor Rolph 


HON. JAMES ROLPH JR.: 
fellow Governors: 

Very deeply do I appreciate the honor you do me in selecting me to 
respond to the cordial welcome so graciously expressed by Governor 
Pollard of Virginia. 

To me it is a keen inspiration to stand in the Capitol of the Old 
Dominion and revel in the memories of its vast traditions. 

Here-is the city which was the home of those “first families of Vir- 
ginia’’—that spotless aristocracy of the colonial era. 

Here the air is vibrant with memories of George Washington, who, 
in this two hundredth centennial of his birth, looms larger than ever 
as first in peace, first in war and first in the hearts of his countrymen. 
It was here that the Virginia colonel reported to the House of Bur- 
gesses on the training of the colonial militia. 

It was on the soil of old Virginia that George Washington un- 
sheathed his sword to lead the tattered eolonials to the immortality 
of victory. 

It was from this State he departed to preside over the Constitutional 
Convention in Independence Hall. 

It was from this historic ground he left to assume the Presidency of 
the new Republic. It was to this consecrated earth he returned to die 
that 1? dust might become a corporal part of the State he loved 
so well. 

Here in memory we can still hear the impassioned voice of Patrick 
Henry preferring death to loss of liberty. 

Round this State will always linger the hallowed name of John Mar- 
shall whose interpretations made of our Constitution a structure which 
has been the model of all succeeding Republics. 
eg do we have to reach back into history for heroes of Virginian 

irth. 

This is the home of the Byrds—that glorious family, one member of 
which has winged his way, like the eagle, to the opposing poles, and one 
member of which became the Governor of Virginia. 

Fortunate indeed is a State that can give to the world two such 
gracious and noble sons. 

May I be pardoned, my fellow Governors, if I take advantage of the 
hour of welcome to claim kinship with the Virginians myself. 

Here in the plantations of colonial Virginia, lived and loved and 
wedded John Rolfe and Pocahontas. Through my arteries, I am proud 
to remember, pulses the blood of the Virginia planter and the fair 
Indian maid who became his gentle wife. Thus do California and 
Virginia join hands across two centuries of American history. 

Nor is this all. As Virginia led the way into the Union under the 
Presidency of George Washington, first President of the United States, 
so California carries on that triumphal march under the Presidency of 
a Californian, Herbert Hoover, the thirty-first President of the United 
States. Thus across the continent California again salutes the Old 
Dominion. 

It is to George Washington and the treaty negotiated by John Jay, 
under his direction, that we, of all western States, owe our existence. 

The original charters from the King of England did not delimit or 
define the western boundaries of Virginia and other colonies. It was 
the spirit of the pathfinder and the trail blazer in the breast of the 


Mr. Chairman, Governor Pollard and my 
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young Virginia surveyor that foresaw a great empire to the West— 
beyond the reaches of the Ohio and the Mississippi. His vision reached 
beyond the kin of living men and saw boundless plains and forests and 
mountains and rivers. Perhaps he heard the distant roar of the 
Pacific and saw the endless sweep of forests “where rolls the Oregon.” 

It was Washington of Virginia who insured to the United States the 
mighty West from which-we come, by enforcing a recognition from 


. the mother country of the great western territory. 


Then California had not known the footfall of the pathfinder. Today 
it ranks sixth in population in the Union and soon bids fair to push 
our great and good neighbors of Ohio and Texas.into the fifth and 
sixth places while we assume the fourth. 4 

I pause to warn Imperial New York of its approaching danger. 

With Governor Balzar of Nevada, I have flown across the United 
States to this meeting. Under us, as we sped at 180 miles an hour, 
rolled the pathway of the pioneers—those rugged men and courageous 
women who braved the scalper’s knife and the wolf and the Winter’s 
blast to reach the land of promise, in the days of old, the days of gold, 
the days of ’49. 

It is to consider the prcblems of the 48 States, which compose this 
Union over which we have flown, that we have met today. 

As Governors our ears are quick in response to every measure that 
can promise help in this hour of economic stringency and national 
distress. 


Comment on Deficiency Judgments 


It is bitter that families are stripped of their substance to pay the 
ever-mounting cost of government. 

There has come to the door of my executive offices—and I doubt not 
to yours also—a never-ending stream of broken debtors foreclosed of 
their.homes and now pursued to the brink of bankruptcy by deficiency 
judgments. 

It is cruel; it is wrong that creditors may loan on the security of 
property and when deflation destroys the value of the property, pursue 
the unfortunate debtor to either grave or bankruptcy by deficiency 
judgments. 

It is wrong that creditors may seize the property upon whose sole 
security they loaned and then hold the debtor and his family in finan- 
cial bondage. Let us legally stop the call for “more margin” as addi- 
tional security. 

I but instance these two wrongs in passing. They are symptomatic 
of the diseases we hope by an exchange of views to cure. 

With eagerness, my fellow Governors, I look forward to this Con- 
ference. 

Out of our common experiences, our exchange of: wholesome views, 
surely we can go far in our common purpose to lighten the burdens 
and brighten the prospects of our fellow Americans. 

We accept the hospitality of your welcome, Governor Pollard, and 
we rejoice that we may work and plan together. (Applause.) 

CHAIRMAN CASE: I think there is just one word that the Chairman 
of your Executive Committee should say, and which you would like to 
have him say. 

This Conference is constituted by Governors of the sovereign States. 
There are never taken at these Conferences any votes upon resolutions 
or matters of policy. No one is bound by any vote, nor is any vote 
taken. The discussion is open to the Governors, and we have found 
that in that way over a period of years the best results have been 
obtained. 

The subjects which have been chosen as papers for the Conference 
and the gentlemen who have been asked to deliver these papers were 
selected by the Executive Committee, and the subjects were selected 
from a list of subjects which were submitted to us by various Gover- 
nors throughout the United States upon our request to them by letter 
as to what subjects they would like to have discussed. In other words, 
these subjects may not be of great interest to the world at large, but 
they are matters which are of vital interest to us who are Governors 
and who are dealing with present-day problems of public welfare at 
the present time. 

The first paper on the program is “Taxation in the Farm States.” 


Governor Dan W. Turner, of Iowa, will address himself to that subject. 
Governor Turner! 


Address by Governor Turner 
Hon. DAN W. TURNER: Mr. Chairman, Governor Pollard, Brother 


Governors, Ladies and Gentlemen: On the time allotted to me and. 


leading up to discussion of taxation, I want to briefly mention a subject 
that is worth giving thought to at this time, in light of experience. I 
have the permission of the highest authority in Virginia to bring in 
this little extra thought, although I don’t hold Governor Pollard re- 
sponsible for anything that I say. 

Our problems in the Middle West differ only in degree from those 
confronting the Governors of other States. 

Out in Iowa we need a cost of production price for farm products— 
a stabilized dollar through a changed policy on the part of the Federal 
Reserve Bank—lower rates of interest for our producers and reduction 
in taxes. 

On the first three counts you might feel that there is not an entire 
community of interests as between the agricultural States and the rest 
of the country. This assumption, if it exists, I believe to be an errone- 
ous one. It is now generally conceded even in the industrial sections 
of our country that there can be no return to general prosperity in 
America until something is done to revive the purchasing power of 
the farmers. In normal times the farm States purchase goods and 
transportation of the industrial States to the amount of $10,000,- 
000,000 annually. This money flows out of Iowa and other farm 
States into the industrial centers. 

In Iowa and other agricultural States land for 35 years had been 
the fundamental basis of credit. Then came the Federal Reserve 
Bank heralded by its promoters and officers as the stabilizer of credit, 
and panics were to be a thing of the past. Country banks borrowed 
heavily upon these representations that freedom from financial strin- 
gencies was to be the reward for conscription from member banks of 
money for capital stock on a 6 per cent basis and conscription of some 
$2,000,000,000 of deposits without interest when other city banks were 
paying 2% per cent interest on daily balances of country banks. 
Money became reasonable in terms of land and farm products and 
deposits resulting from the sale of these and loans from the Federal 
Reserve Bank were invested in these natural channels and the officers 
and agents of the Federal Reserve knew those facts; yet with full 
knowledge thereof, a former governor of the Federal Reserve Bank 
blandly announced that land in Iowa was too high; then he proposed 
to put it down to where it belonged—that the East did not propose 
to pay what it had been paying for farm products. 

Then, by a stroke of the pen the Federal Reserve Bank reclassified 
its eligible paper and agricultural notes with land value as a basis of 
their security, were made ineligible to rediscount and thereby land, 
the fundamental credit, was swept away so far as the Federal Reserve 
Bank was concerned. Another rule put agricultural paper on a 90-day 
basis when the normal tirnover in that business is from 6 to 18 
months. The Federal Reserve Act provides for extension of credit on 
agricultural paper up to nine months but, for some unknown reason, 
Federal Reserve Banks have never given agriculture the benefit of 
this law. Thus liquidation of agriculture by the Federal Reserve Bank 
began by demand of payment of loans which became ineligible to 


rediscount through the change in the rules which disqualified then 
existing loans. The loss to the well-secured Federal Reserve Bank was 
slight but the result to the country banker and the farmer was dev- 
astating. 

Land, the agricultural backbone, being arbitrarily abolished as a 
basis of credit, became a drug on the market. Agricultural loans con- 
tracted when a bushel of corn brought $2 were paid under pressure 
when it took from four to eight bushels of corn to bring $2, with a 
corresponding shrinkage in all other farm commodities. In other 
words, the. farmer was forced to pay in farm products four to eight 
times the amount he had borrowed measured by the same standard of 
value, and this forced liquidation was largely due to arbitrarily chang- 
ing the rules of paper eligible to rediscount and the demand for liqui- 
dation by the Federal Reserve Bank. 

Agriculture was literally drained of its resources, and this money 
found its way into both foreign and home stocks and bonds of this 
and foreign countries. Even the country banker was forced to aban- 
don land as a basis of credit and load up with so-called liquid securities, 
many of which proved so liquid that when the orgy of stock and bond 
speculation was over, the value had flowed away. 

Let us diagnose the latest official statement of the Federal Reserve 
System. Taking the official statement of all member banks, as of 
Dec. 31, 1930, which shows deposits of $37,116,000,000, in round num- 
bers. On Dec. 31, 1931, this amount had decreased to $30,746,000,000. 
It is interesting to note how this great decrease in deposits was taken 
care of by the Federal Reserve member banks. 

In these same official reports we find that the total loans and invest- 
ments of all member banks on Dec. 31, 1930, amounted to $34,859,- 
000,000, and that on Dec. 31, 1931, there had been a forced liquidation 
of these loans and investments down to $30,575,000,000. The member 
banks of the Federal Reserve System in making this forced liquidation 
in their loans and investments of $4,300,000,000 in the year 1931 
contracted credit and forced the payment of notes by their customers 
to this enormous sum. That also threw on the market a great amount 
of securities which caused the further decrease in the prices on stock 
and bond exchanges. Customers, in order to pay their notes, were 
undoubtedly obliged to liquidate billions of dollars’ worth of other 
investments, all on a declining market. This forced liquidation of 
loans and securities increased the depression all during the year 1931. 
Instead of improving, conditions steadily grew worse. What was the 
Federal Reserve System doing during this critical year of 1931? 

The bills payable and rediscounts to member banks on Dec. 31, 1930, 
were $248,000,000, and on Dec. 31, 1931, the amount was $622,000,000, 
an increase of only $374,000,000. 

Thus it would seem that, while the member banks of the Federal 
Reserve System were contracting credit and forcing the liquidation of 
over $4,000,000,000 of customers’ loans and investments, the Federal 
Reserve Board itself only increased its loans to member banks by 
$374,000,000. This country certainly got very small help from the 
Federal Reserve System during the critical year of 1931. 


Reserve Bank’s Present Policy 


We thought in the farm States the action of the Federal Reserve 
Bank in 1919 to 1921 was severe and drastic in calling farm notes, but 
it was as a Spring zephyr to a blizzard compared to its present policy. 
During the first period, the depression existing at that time was par- 
tially met by an extension of Federal Reserve credit to the extent of 
over $2,000,000,000. The member banks were enabled to take care of 
their customers and to protect their investments so that deposits even 
increased during these years. Here is a thought-provoking fact. In 
1920 the Federal Reserve Bank of Chicago had loaned to member banks 
in Iowa over $98,000,000, while the loans at the beginning of 1932 
were down to about $4,000,000. The total loans of the Chicago Federal 
Reserve Bank have now decreased until their latest official report shows 
the said loans as less than the capital and surplus of the bank. 

Further, from the official reports of the Federal Reserve System 
we find that there were 2,298 failures of all banks in the United States 
during the year 1931. Of these 517 are listed as member banks and 
1,781 as nonmember banks. The total deposits of the closed banks 
amounted to $1,691,000,000. Of this amount, nearly one-half belonged 
to member banks. It is apparent from these figures that while only 
one-third of the banks in the United States are member banks the 
pemsentage of failures was approximately the same, being about one- 

ourth. 

We must have an honest dollar, a stabilized dollar, to enable pay- 
ment of debts, taxes and other fixed charges on a level somewhere 
near that in vogue when these obligations were incurred and fixed. 

The Federal Reserve which deflated land and agriculture and brought 
the high-priced dollar should be by law directed to so regulate the 
volume of money and bank credits as to maintain the stability of the 
wholesale commodity price level on the basis existing at the beginning 
of the deflation. In other words, let the Federal Reserve System undo 
the damage its drastic deflation has done to agriculture and industry 
generally. Let it recognize the value of good farm land as a basis of 
credit by giving agriculture more liberal treatment in making such 
notes eligible to rediscount at the Federal Reserve Bank. 

The disastrous deflation of agriculture had its effect throughout the 
country. The year 1931 apparently brought on the climax of this 
crisis and a study of the latest official statements of the Federal Re- 
serve System is significant in disclosing .what. the- Federal Reserve 
System has failed to do to help restore. confidence and to reconstruct 
distressed conditions. If member banks. had. been encouraged to 
borrow from the Federal Reserve System instead of being compelled 
to force liquidation of their customers’ notes.and securities, the result 
would have been an increase in the.circulation of currenecy which 
would have stabilized commodity prices. at a higher level. 


The policy of the superfinanciers is reflected in their attitude toward 
recent Federal legislation. 


New Legislation Discussed 


The Reconstruction Finance Corporation Act would permit this 
Corporation to take over, on a conservative basis, a portion of the 
assets of closed banks throughout the country. This is constructive 
legislation and if taken advantage of will alleviate conditions to an 
appreciable degree in every State in the Union. It is sponsored by 
the President, backed by Congress, endorsed by the eitizenry, yet no 
use is being, made of this instrument. 

The Glass-Steagall Act liberalizing the rules of the Federal Reserve 
in relation to paper that can be subject to rediscount is another con- 
structive measure. The crisis demands that it be put into full and 
instant operation. The lack of vigor, the inertia that obtains in 
regard to both these available instruments of reconstruction is evi- 
dence of fear and timidity, minus initiative, that is deplorable and 
inexplicable. What they fail to realize is, in times of emergenecy 
conventional policies obtain no results. They have crawled down into 
the cyclone cellar expecting to come out after the economic storm has 
passed over and say, “We didn’t do anything, therefore we made no 
mistakes.” 

I ask the Governors of these industrial States to consider thought- 
fully whether they do not have an interest in striving for conditions 
that will stabilize farm prices in the States that heretofore have fur- 
nished them with their best market. : 

When General Hancock, campaigning for President in 1880, said 
the tariff question was only a local issue, he was not more provincial 
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than the leaders of finance of yesterday, who assumed the industrial 
States could prosper at the expense of the farm States. 

My assignment in this Conference is for a short statement on taxa- 
tion. Every State in the Union is confronted with the imminent, 
serious problem of burdensome taxes. 

Before taking up the subject of State and local taxes, let us consider 
for a-moment the tremendous increase in the cost of both Federal and 
State Governments in recent years. The general inference is that the 
cost of State and local governments has increased in proportion far 
beyond that of the cost of the Federal Government. To get the true 
perspective and reach just conclusions, it is necessary to consider the 
service rendered by the two branches of government. We have to 
appraise the service rendered by the 48 States through government as 
compared to the service rendered by the Federal Government. _ 

The States pay practically all the cost of education of our citizens. 
In many of the Commonwealths this requires almost 50 per cent of 
the tax outlay. The States pay the larger part of the cost of road 
building. The individual States set up their own police systems to 
protect the lives and property of the citizens and while I do not have 
the figures at hand, there is no question the cost of the State courts 
would be greatly in excess of the cost of the Federal courts. The 
States take care of the delinquents, the criminals, the indigent, the 
poor and the orphans. The Federal Government has small responsi- 
bility and renders limited service in support of the eleemosynary and 
penal necessities of organized society. That we need a strong and 
stable Federal Government no one will deny, for this is the headship 
of the Nation, but if services rendered to the people are to be the 
criterion, the responsibility of the combined 48 States far exceeds the 
responsibility of the central Government. It is clear, therefore, that 
the cost of Federal Government exceeds the cost of State and local 
government when services rendered to the people are taken into con- 
sideration. 


Says Any State Can Reduce Taxes 


We should keep history straight. While the State and local taxes 
have increased at an alarming rate, the ominous fact must be faced 
that the cost of Federal Government has reached even higher propor- 
tions. However, we realize our influence in obtaining retrenchment 
in Federal expenditures is indirect, whife our influence and responsi- 
bility in reducing the cost of government in our States is direct. We 
must accept this challenge. Any State in the Union can reduce the 
cost of government accompanied by reduction in taxes when the people 
of the State become fully determined to accomplish that result. 

Since the foundation of the Government, taxes have been going up 
steadily until now the burden is so great that confiscation of property 
seems imminent unless we find a solution of the problem. In many of 
the States taxes have quintupled in the past 30 years. When the times 
were prosperous and business was good throughout the country, reck- 
less expenditures were encouraged, both private and public. Our citi- 
zens were incurring obligations when the dollar was cheap and now 
they are called on to meet them and the dollar has become excessively 
dear. In the meantime the cost of government has been mounting 
steadily. Taxes remain at the high peak even though the income of 
the people is greatly shrunken. Since the organization of government 
there has been a constant increase in taxes decade by decade and, in 
fact, almost year by year. The question is, what to do about it. The 
answer is not far to seek. Drastic curtailment of expenditures and 
revision of the tax laws to spread out the burden equitably among 
the people. Let us consider the matter of economy first. ; 

The cost of government must and can be reduced. It is a grim 
necessity. The annual earnings of the people have been reduced 50 
per cent this period, yet taxes are at the highest peak in history. The 
economic structure cannot stand the strain for long. 

Right here let us meet one argument often heard in the discusgion of 
taxation. For many years some citizens have meekly accepted the 
theory that as time goes on the cost of government is bound to increase, 
In some quarters it seemed to be accepted that as our problems— 
social and economic—became more complicated, the services of govern- 
ment would naturally and inevitably augment. The attitude of many 
economists has been one of resignation as they viewed the cheerless 
prospect. Let us, in discussion of taxation, not be discouraged by these 
dreary conclusions. I do not take any stock in these theories of ac- 
quiescence. Admit they are sound and you acknowledge it is only a 
question of time until there will be general confiscation of property. 
To refute this argument of hopelessness, I point to recent proof in 
several States that it is possible to reduce taxes. In Iowa, for one, 
we have turned about and are starting in the other direction. If I did 
not have this positive proof, I would still believe it possible to bring 
about drastic reduction in the cost of government because I believe 
the people of this country are too intelligent to stand supinely by and 
see the government crumble before the onrush of profligacy, greed and 
extravagance. The burden of bureaucracy has become intolerable and 
the people know it. 


Jowa Has Made a Start 


In Iowa we have made a start inthe direction of reduction in taxes. 
The work is only in its incipiency, but in view of the statement made 
by Malcolm Cutting, who has made a tax survey in other States, that 
“Iowa leads in tax slashes,” I thought you might be interested in a 
brief statement outlining the economy and tax revision program in 
our State. 

In 1930 direct taxes collected in Iowa amounted to $110,307,034.39. 
This is the total amount of money paid across the counter to the 
County Treasurers in our State. This does not include the gasoline or 
auto vehicle tax, nor does it include revenue to the amount of approxi- 
mately $6,300,000 coming from indirect sources, such as the inherit- 
ance, cigarette and oleomargarine tax and the tax on the gross pre- 
miums of insurance companies. 

In studying the tax question it is well to keep in mind that the gas 
tax and the auto vehicle tax does not have any bearing on the problem, 
for the reason that all of the revenue derived from these two sources 
is used on our highway system. 

With a population of 2,400,000 the total registration of cars and 
trucks in Iowa was 760,284. In 1931 we collected in auto registration 
fees $12,539,612.50; we collected gasoline tax to the amount of $12,365,- 
168.45, being a total of $24,904,780.95; $18,104,223.69 (gas tax, ‘6,425,- 
870.32 and auto a tax, $11,678,353.37) of this money govs into 
our primary road fund. 

At the end of this year we will have constructed 4,000 miles of con- 
crete paved roads. We have, in addition to that, 3,069 miles of grav- 
eled roads in our primary system with 915 miles not yet surfaced, 
being a total of 7,788 miles in our primary road system. 

In the county trunk road system we have 12,835 miles and in local 
county roads 81,849 miles. All the money that goes into the primary 
road fund is not used for maintenance and construction. A certain 
amount of it is set aside each year to pay interest on the bonds and 
to retire a certain portion of them. These bonds were voted by the 
counties and $5,000,000 of county bonds will be paid off May 1 this 
year out of this primary road fund. With 4,000 miles of paved roads 
and more than 3,000 miles of graveled roads, we have a highway system 
comparable to that of any State. 

It is interesting to note that the gas tax has increased each year 
since the year 1925, when the law was passed setting up this fund. In 


1931 the gas tax collected in Iowa was $600,000 more than the amount 
collected in 1930. On the other hand, the registration fees fell off 
approximately $150,000. The ease with which we get this gas tax 
has whetted the appetite of the people who are in favor of a sales tax, 
and in that way it does have connection with those figures. 

To understand our problem in Iowa we should center our thought on 
the amount of direct taxes, which, as stated before, is $110,307,034.39. 
This is the burden that is borne in a large part by visible property in 
our State, and until this year it has constantly increased year by year. 
In February, 1931, while the Legislature was in session, I called to- 
gether the heads of all the departments of the State in a joint meeting 
with the appropriation committees of the General Assembly. At that 
time a program was outlined and some conclusions reached as between 
the asking departments and the appropriating bodies. Reductions 
were made in the appropriations asked. That, in conjunction with the 
fact of increased revenue from indirect sources, enabled us to cut down 
our State levy 20 per cent this year as compared to last. This is the 
greatest reduction in the cost of State government that has been made 
since the State was organized. 

During the same General Assembly a law was passed providing for 
a 5 per cent cut in taxes throughout the whole State. This was an 
arbitrary measure and entailed considerable opposition, but it has 
been acceded to and is proving to be beneficial. The cut was made as 
against the taxes collected in 1931 and will reduce the total amount of 
taxes collected in the State approximately $5,000,000. 

The Board of Assessment and Review has full power in Iowa in 
valuing property for assessment and lowered the assessed valuation of 
farm property $130,000,000; city property $30,000,000, a total reduc- 
tion of $160,000,000 in the assessed valuation of property in our State. 

In conjunction with these activities, the different taxing districts, 
counties and school, took up the matter of retrenchment and reduced 
the cost of government in many of the counties of the State. With the 
saving of $2,000,000 in the cost of State government, approximately 
$5,000,000 through the 5 per cent arbitrary tax reduction law and 
the lower valuations of property just cited, and the lowered budgets 
worked out in many of the counties, the total reduction in taxes in 
Iowa this year as compared with last will reach a sum of $10,059,- 
688.47, or 9 11/100 reduction. The taxes paid in Iowa this year will 
be less than they have been since the year 1920. This is a fair 
showing, but as a matter of fact, I feel in view of economic conditions 
that it is in fact only a start in the right direction; however, it does 
prove the fallacy of the old argument alluded to earlier in my address, 
to the effect that taxes cannot be lowered. There is still much to 
accomplish in Iowa in the way of tax reduction. It is my opinion 
that we can cut down the cost of government until we get the busi- 
ness of State, county, municipality and school on a sound retrench- 
ment basis and reduce the tax burden until it is in line with the 
price that we now receive for our raw materials and in harmony 
with present business conditions. This would bring the element of 
justice in taxation and we should not be satisfied until we have reached 
such an objective. 


State Government Not Large Tax Item 


The cost of State government, of course, is not the large item 
found on the tax receipt. In Iowa about one-tenth part of the 
average farmer’s taxes goes to the cost of his State government; 
however, there is an opportunity for still further retrenchment in 
this regard. I am convinced that we can have, with the aid of 
legislative action, consolidation of departments that will assure a 
great saving and at the same time continue adequate service. 

The reduction in the State levy has been accomplished without 
threatening the balances in the State treasury. In other words, 
we are not “eating out of the crib.” The average monthly balance 
is in the neighborhood of $3,000,000. 

You have noted that about $8,000,000 of our tax reduction was 
obtained through reduction in the county, school and municipal 
budgets. I have a report showing the reduction in taxes reported 
in 98 of our 99 counties. This is according to the reports as they 
came into the Budget Department from the county treasurers. 

The reduction in the State tax for 1932 in 98 counties is $2,382,- 
293; the reduction in the county tax for the 98 counties is $3,- 
965,079.79; the reduction in the city and town tax is $958,519.53; 
the reduction in city and town school tax is $1,375,024.33; the reduc- 
tion in rural school tax is $848,702.26; and the reduction in the 
township tax is $34,135.14. I believe further reduction can be had 
when we set our minds and purposes to this task and it can be 
accomplished without impairing efficiency of government of the 
State, county, school or municipality. 

Going back now to the State government. I referred to the Con- 
ference that was held in 1931 where the retrenchment program was 
first taken up. I will refer to one or two departments to give an 
idea as to how this reduction has been brought about. 

Take our Board of Control. This Board has charge of all the 
penal and eleemosynary institutions in our State. The Board of 
Control reduced their askings for the biennium period beginning 
July 1, 1931, in accordance with the retrenchment program. It is 
most interesting to note that the report of this Board, showing their 
operations for the first nine months of the new fiscal year from July 
1, 1931, to March 31, 1932, show that they have made a saving of 
$510,000. Under a reduced appropriation they have still found it 
possible to save over $500,000 in a period of nine months and the 
service rendered to the wards of the State is not being curtailed or 
impaired in any degree. This was accomplished through strict 
business management. 

The Highway Commission, although maintaining 800 miles more 
primary road than last year, has made a reduction of $571,000 or 
25 per cent in their maintenance costs for 1932 as compared with 
the average for the last three years; they have reduced the number 
of employes, cutting their wage expense in that manner approxi- 
mately $650,000 as compared with last year; they have made a 
reduction in all salaries of over $1,000, totaling $76,000. These 
reductions make a total of approximately $1,297,000 savings thus 
far effected by the Highway Commission. 


State Income Tax Favored 


I refer to these two Boards as an example of what can be accom- 
plished when determined effort is made to get the business of the 
people on a retrenchment basis and demand “value received” in the 
expenditure of the taxpayer’s dollar. 

The matter of reduction of governmental @xpenditures and the one 
of tax revision are two separate and distinct problems. Let us turn 
for a brief space from the question of economy to the one of tax 
revision. Tax revision must be considered in any attempt to reduce 
the taxes on visible property. The time is here when we must 
demand revision that will bring to the State treasury more revenue 
from indirect sources. As the chief indirect revenue producing 
agency, I advocate the State income tax. 

This is the fair principle of taxation. The fact that incomes are 
curtailed does not affect the principle at stake. Twenty-two States 
in the Union now have such a tax. I took this issue to the people 
in 1930 and a State income tax was overwhelmingly endorsed by the 
electorate. This is the sound principle of taxation. It is based on 
the theory that taxes should be paid according to ability to pay. 


AAGAG HUNT COAG NOAEOE CACAO EGUREU OG ELOLOUEAEUOLEC UES OGREGCOGEGRGACAOEREDEEGEOCO RACE EGELDOOALESCESED EOE DOGNOLCOLEG HOES OOCOOSEGELEOOSELEGLOGEGECEALONOLSROOGAUGCOASAGOLIOUENGEGAGEGAOROCROGEEEESOCONGEGEGEOGEOGUECEOROGOEGORUAEDELEG EDC AGLEOGOEU EOI OLEGCORLONIORRASUGOOGREUGLER ONGC EC EDSEAGEAGLEODORS COOOEGRGAUAEAECOCON LOG AELEANCOGAGEOS REC ECCROROES 


ictal 


‘% 





ghneenentenecanennennnnuanaceanevencunennuenaanucauencanceucenqanaunieuenveueensnonnonausyenannurnucnnensusuunsvansnsenauenneneenvenianannnnennncnavenncunenaunvensennennennenvenannnnnensenennunnsennanenensnenenneusnnnnannneneuneneensnnonssuRnenneensunpeneuuonnnunonnnnnonneanoanuepansensensunseusneoneonsonunneaapTUTUtsatnenseonsvensenses penn: 


6 GOVERNORS’ CONFERENCE PROCEEDINGS,~ 1932 


LOL lll ll Ol rh AAA AAR AAAAAAAAAAAAARAARRRRPPBPPED DD ADD 


The argument that-is made that it is an additional tax and that -it 
will not reduce the taxes on real and other visible property is with- 
out merit. In Iowa we can produce revenue enough through this tax 
and other indirect taxes to pay the entire cost of State government 
and when full justice obtains in the tax situation, there will be 
additional revenue to allocate to the school districts of the State. 

In order to make it a ‘copper-riveted” replacement tax I would 
incorporate in the law a provision that hereafter there shall be no 
millage tax applied to property for State purposes. This insures 
the income tax and other indirect taxes as replacement taxes and 
in degree will lighten the burden on farms, homes and other visible 
property. I presume our State is typical of many other States. In 
many of these States visible property representing approximately 
half the wealth of the State pays in the neighborhood of 90 per cent 
of the taxes. Such palpable injustice points to the stern necessity of 
genuine tax revision. To encourage ownership of homes, to reduce 
the burden on all tangible property, it is absolutely necessary to 
provide for indirect taxes. 


Opposed to General Tax 


I am opposed to a general sales tax. The sales tax, to my mind, 
is an acknowledgment of failure. It is not based on the sound 
principle that taxes should be paid in proportion to income and 
earnings. It may be necessary to provide for certain luxury taxes in 
addition to an income tax, but a general sales tax is obnoxious for 
the reason that is a tax on the necessities of life. It taxes the full 
income of the wage earner and the man of modest means who is 
compelled to spend all of his income for necessities. It taxes only 
a fractional part of the larger incomes, for the reason that men of 
wealth spend only a small part of their incomes for necessities, 
therefore it bears much heavier in proportion on the people of 
modest means. The sales tax is particularly unfair to the farmer. 
The farmer is one citizen who has nothing to say about the price he 
receives for his produce nor any influence in determining the price 
of the merchandise that he is compelled to buy. The sales tax would 
double up on him for the reason that he would pay the tax every 
time he made a purchase and the tax would be deducted from every- 
thing he sold. 

What we need is a distribution of the tax burden, equitably among 
all the people. The forces of reaction will constantly oppose any 
effort made for genuine tax revision. Many of them enjoying large 
incomes send their children to our schools, and nearly half of our 
money goes to our schools; they enjoy the protection of the courts; 
they demand all the services that are rendered by organized society, 
but they are loath to pay their share of the cost of government. I 
would like to have an humble part in formulating tax revision laws 
that would-impel these citizens to make their just contribution to 
the maintenance of the institutions of liberty. Governmental extrav- 
agance and tax inequality take their place with concentration of 
wealth and lawlessness—the four powerful enemies of democracy. 
(Applause.) 

CHAIRMAN CASE: I. know I express the appreciation of the Con- 
ference to Governor Turner for his very carefully prepared paper. 

There is no question, of course, but that agriculture is the funda- 
mental industry of the United States of America, and a great deal 
of our welfare and prosperity in the industrial East, as well as 
through the West of the country, depends upon the welfare of 
agriculture. 

There has been a very interesting development of tremendous 
importance with regard to road building which has been carried 
through in the State of North Carolina, under the administration of 
the present Governor of North Carolina. We have been anxious to 
have Governor Gardner speak upon this subject for the last two 
years. Unfortunately, we were disappointed last year, but we have 
the pleasure of having him with us today, and he is going to address 
himself to the subject of “Extension of State Operation of Highways 
and Roads.” Governor O. Max Gardner! (Applause.) 


Address by Governor Gardner 


Hon. O. MAx GARDNER: Mr. Chairman and fellow Governors: The 
subject which has been assigned to me, “Extension of State Operation 
of Highways and Roads,” is one of peculiar interest to the citizens and 
taxpayers of my native State of North Carolina. 

The 1931 General Assembly of North Carolina enacted several re- 
form and reorganization measures which both friends and opponents 
conceded to be legislation of a revolutionary nature. This General 
Assembly placed the complete responsibility for the operation of the 
State constitutional six months public school term on the State itself 
instead of the counties and districts, and ‘accepted the principle of 
State support from sources other than ad valorem taxes on property. 
Another Act, known as the Local Government Act, placed upon the 
State the supervision of the incurring of public debt by all local govern- 
mental units of North Carolina. Upon the Local Government Com- 
mission, created under this Act, devolves the duty of seeing that local 
boards of three or five men in the courthouses and city halls of North 
Carolina no longer have the power to mortgage the future of their 
communities by plastering unlimited mortgages on the property of 
their taxpayers through unrestricted issuance of bonds and tax antici- 
pation notes. It also passed the University Consolidation Act under 
which the University of North Carolina, located at Chapel Hill, the 
North Carolina State College of Agriculture and Engineering, located 
at Raleigh, and the North Carolina College for Women, located at 
Greensboro, are consolidated into the University of North Carolina, 

Perhaps the most revolutionary act of our last General Assembly, 
however, was its legislation by virtue of which the State itself assumed 
the complete maintenance of the 45,000 miles of county and township 
roads which were outside of the State highway system. I say that 
this was: perhaps its most revolutionary action because of the fact 
that local road administration was inherently the weakest link—the 
most cumbersome and most inefficient service rendered by the counties 
and townships of my State. Gemerally speaking, counties did not have 
any accurate information as to the amount of their road mileage, as 
to its cost, or as to the status of their indebtedness for roads. 

In the capital city of the State of Virginia, however, I do not believe 
that one would lose caste in using the term “revolutionary.” Through- 
out the history of this Commonwealth its leaders have consistently 
removed the stigma from the terms “revolutionist” and “rebel.” 

The progressive legisldtion enacted in my State within the past two 
years was not accomplished without a great deal of hard work and 4a 
stubborn fight. It is my observation that no one is ever persecuted for 
advocacy of a progressive program until progress cuts across estab- 

lished and well-accepted policies. But, whenever a progressive pro- 
gram cuts into the status quo, there generally follows a declaration of 
political war. 

To my mind it is an interesting observation that during this present 
period of storm and stress, of economic depression, of hardships suf- 
fered by the high and the low, many programs and many policies have 
evolved that lead to new ways of looking at our generally accepted 
and well crystallized public policies. I say we have developed new 
ways of looking at those things which in normal and prosperous times 
we had settled down to accept as fixed and permanent and essentially 
woven programs. This period has been provocative of more original 


thinking and has developed more new points of view than any period 
of similar length in my lifetime or yours. Except in this kind of 
period; I do not believe that it would be possible to focus the thought 
of people chiefly interested in making money on the importance ‘of a 
man’s idea who was himself thinking in terms as far removed from 
their interests as this thing you call government is. : 

We have, of course, had a terrific deflation in business in all our 
States, indeed, throughout the entire world. This deflation has de- 
stroyed many individual businesses and industries. It has raised the 
serious question of whether our system was sound, whether it could 
survive. Yet I tell you frankly that I think that the more permanent 
injury that has come in our civilization has come in the deflation of 
human character, the frozen mobility of the country. America of the 
1929 period had come to regard the superfluous as if it were the neces- 
sary. The past three years have put more stress and strain on the 
moral character of the American people than they have put on our 
economic system or on the ability of business to survive. 

I have just_said that this period has been provocative of new points 
of view, new outlooks, and new ways of doing many things for which 
we already had a well-defined pattern. I have cited for you the wide 
range of new legislation of an important nature undertaken and car- 
ried through in my State. I wish to discuss with some particularity 
the pioneering work which we have undertaken in State support and 
State maintenance of every mile of public road of every character in 
North Carolina. You will be interested, I think, in getting a picture 
of the old situation as it developed and out of which the new program 
emerged. 

For the first half century after the close of the war between the 
States, North Carolina was a plodding, poverty-ridden, agrarian State. 
Financially, we were poor. Educationally, we were backward—really 
among the last half dozen States of the Union. We did not have a 
well-balanced social program. We did have a willingness to work. 
From father to son to son again, it was hard, back-breaking work to 
get just a little farther ahead. For the first 20 years of this century, 
however, we made a substantial, material advance. We developed 
cotton manufacturing until our textile industry stood shoulder to 
shoulder with that of the State of Massachusetts. In the Piedmont 
section we developed a furniture industry second to Grand Rapids, 
and a power industry with wide ramifications. We developed the first 
position in tobacco manufacturing. And we educated our children. 


Growth of State’s Composite Debt 


Beginning with the close of the World War and continuing for 10 
years, my State prospered in every way, especially in the production 
and accumulation of wealth and in raising the standard of living of 
all classes of its people. From 1919 to 1929, the tax bill of North 
Carolina grew from $23,500,000 per year to slightly above $100,- 
000,000. . In 1921 the State embarked upon a broad program of per- 
manent improvements. The foremost item in this program was a 
$50,000,000 bond issue for construction and improvement of a pri- 
mary system of 5,500 miles of State highways. At about the same 
time the counties began to issue bonds for the construction and 
improvement of a secondary system of county roads. In less than 
10 years they had issued $125,000,000 of bonds for roads. The cities 
and towns had obligated themselves for $75,000,000 for street 
improvements. The districts and counties and State combined spent 
more than $90,000,000 of borrowed money for the erection of rural 
and urban school buildings. On the whole, for every public dollar 
spent out of public revenue, the State and its subdivisions had an 
additional 50 cents to spend, raised from borrowed money. The 
composite debt of the State grew from $100,000,000 in 1920 to $550,- 
000,000 in 1929. 

It is unnecessary to suggest that we were traveling faster than 
our ability, as measured by our earning power, warranted. Like the 
man whose family consistently lives somewhat beyond his income, 
we found ourselves beginning to make plans to shift our tax burden 
from one shoulder to another. At the beginning of this period, that 
is, between 1919 and 1921, we undertook a rather thoroughgoing 
reorganization of the tax structure of North Carolina. We made a 
State-supervised revaluation of all taxable property, which resulted 
in increasing its tax value from a little more than $1,000,000,000 to 
a little more than $3,000,000,000. We adopted a State income tax, 
and refined and increased our franchise and license tax schedules. 
At this time land and property were paying about 85 per cent of 
the total tax bill. This reorganization tended to lighten the burden 
on property, but our increased spending and the increased revenue 
necessary therefor combined to increase the absolute sum paid by 
property from year to year. 

: Even before the breakdown in business and the crash of values 
in 1929, it was apparent to thoughtful observers that property 
owners were being required to give up too much of their earnings 
in taxes. While the State itself was levying no tax on property, the 
counties and municipalities were consistently and continuously 
increasing local levies. The effort at property tax relief took various 
directions. The State aid fund for the public schools, which sup- 
plemented county property tax levies, was more than doubled in 
1927 and then was doubled again in 1929—relief to the property 
taxpayer. The State Highway Commission was continuously taking 
over additional county road mileage from the counties into the State 


system, relieving the burden on property and increasing it on 
gasoline. 


State Control of All Roads Proposed 


In my inaugural message to the 1929 General Assembly I recom- 
mended that the State assume the complete cost of maintenance of 
all county roads, provide the revenue from an increased gasoline 
tax, and relieve the counties of this burdensome responsibility. 

In the beginning of many movements, however, we fail to accom- 
plish our entire purpose. The 1929 General Assembly did not follow 
this recommendation. It did increase the gasoline tax and it set 
aside $3,000,000 out of the highway fund to be apportioned as State 
aid to supplement county revenues for the maintenance of roads 
or for payment on their road debt obligations which stood at 
$100,000,000. 

Of course, this relief was well intended, but frankly it did not 
reach the spot. Nine-tenths of it was devoted by the counties to 
road debt service. More roads continued to be built by the counties 
and the local tax burden on property for roads did not show any 
substantial reduction. 

I became thoroughly convinced that my original recommendation 
offered a sound solution to our problem. By 1930 the economic sit- 
uation was, of course, substantially changed. We began to realize 
that we had had a surfeit of spending and were beginning to take 
our first steps in the paying era. The task was to convince the 
public mind that the counties and townships were too small in area, 
too widely diffused in economic ability, ever to be efficient units 
for road administration. 

North Carolina has always been a “State’s rights” State. Yet 
after mature thought and conference, I turned my eyes to Washing- 
ton for assistance. As the outcome of a conference with the Sec- 
retary of Agriculture and later with the Chief of the Bureau of 
Public Roads, I was able to enlist the enthusiastic assistance of the 
Bureau of Roads in a thorough study of our problem with a view 
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to finding a practical way te solve it. We were convinced, mind 
you, that we were spending too much for county roads, that the 
burden’ of support of these roads fell unfairly on the owners of 
property, and that we deserved better roads than we had. The 
chaotic bits of information we had about the cost of county road 
construction and maintenance and debt and mileage was convincing 
that we had a tremendous amount of work to do merely to find out 
where we were at. Official reports in the possession both of the 
State authorities and the Bureau of Public Roads indicated that our 
county mileage in North Carolina was in excess of 67,000 miles. We 
agreed that we did not know either in Raleigh or in Washington how 
correct this figure was. Our first step was to find the facts. 

The Federal Bureau agreed to collaborate in and direct a physical 
and financial survey of our county systems, and to report the find- 
ings. When the roads in each county were clocked with speedom- 
eters, the survey found that instead of having a total of more than 
67,000 miles, as we had led ourselves to believe, we had by accurate 
measurement only 45,090 miles. It was but natural, of course, that 
the amount of mileage reported by the counties should have been 
exaggerated, because the budgets set up annually for roads had some 
relation to mileage, and because the State aid road fund which they 
had participated in for two years was allocated partially on the basis. 
of mileage, and they had a very strong incentive to magnify the 
mileage. But the facts were that not many of the counties had any 
very clear information about their actual mileage. But few counties 
had any recent maps of the layout of roads. As you know, the 
Bureau of Roads undertakes every five years to secure, by visitation 
and by reports, the local road mileage of every State. We had access 
to their reports and also had independent reports. In one county 
(and this is tpyical) which reported under an affidavit 1.760 miles 
showed, they found, when the speedometer was applied, a total 
of 778 miles. 


Variations Disclosed by Survey 


The survey found that the condition of county maintenance varied 
(and this is very significant in our State) all the way from very 
satisfactory standards in a few of the best managed and wealthiest 
counties to hopelessly inadequate standards in a growing majority 
of rural, agricultural counties-—especially in some 15 or 18 counties 
which maintained roads through township road commissioners. You 
realize, of course, that traffic demands necessarily require a larger 
total expenditure for roads and a larger per mile expenditure in 
certain counties than in others. While we recogniged this fact, we 
did not feel that a total expenditure in one county of 54 times the 
expenditure in another county was justifiable; and we did not believe 
that an average per mile cost of $688 in one county and $14 in 
another county, that is, an expenditure of 49 times as much per 
mile in one county as in another, was justifiable or equitable to 
the taxpayer. 

Another question which was intimately bound up with the road 
question was that of county prisoner maintenance. In North Car- 
olina we had the chain gang system. It was a vicious system which 
was breaking down of its own inherent weakness, and wrong. Pris- 
oners sentenced to serve terms, who were not sent to the State peni- 
tentiary, were assigned to county chain gangs. Forty-seven counties 
operated chain gangs. The remaining 53 counties assigned their 
prisoners on a contract basis to those counties maintaining chain 
gangs. The tax burden on property for maintenance of prisoners 
and chain gangs had reached at this time a total of $1,289,000 per 
year. The survey showed that the cost of penal administration was 
being made a charge on local road maintenance and that the cost 
of these prisoners was being given over to the cost of the road itself. 
We did not believe it an indication of efficiency that the average 
maintenance cost per mile in the 47 counties operating chain gangs 
should be $182, while the average per mile cost in the other counties 
was $90. The survey indicated that in many of the poorer managed 
counties no satisfactory records of maintenance cost were kept by 
local agghorities, and that it was, therefore, impossible for the 
public to discover the ways in which its taxes for roads were being 
spent. In fact, in some instances it was found that the township 
systems were so nearly independent that no records of their expendi- 
tures were kept at all by the county financial officers. 

Within 10 years, I say, the counties had made a total investment 
of $125,000,000 in county roads. One hundred millions of this 
investment was still on the books in the form of bonded debt. The 
survey pointed out that the bonded indebtedness of counties for 
roads represented a sum far in excess of the present worth of all 
county roads, and suggested the primary importance of conserving 
and protecting this investment. 

Its most fundamental conclusion can perhaps best be stated in its 
own language. Summing up the economic and physical difficulties 
in the way of efficient administration under county control, it said: 
“First, the county unit is not sufficiently large to include areas of 
rich and poor development; and sefond, the area of the county and 
the extent of its mileage are not gufficient to permit full utilization 
of the force end equipment necessary for efficient operation.” 


‘oundation of New System 


The conclusions and recommendations of the survey clearly indi- 
cated the desirability of giving up the smaller administrative units 
for a larger administrative unit, and that was the very foundation 
of the North Carolina road system. The practical objections to this 
proposal were: First, it had never been done in any other State— 
the inertia against change. Second, it meant the abolition of more 
than 150 local boards, and the removal of between 500 and 600 local 
officials—all of whom had, of course, some prestige in their own 
communities. I was invited by Governor Pollard to address the 
General Session, and the one thing that was brought up in opposition 
to the State maintenance and control of all the county roads of 
Virginia was that it invaded the sacred precincts of local self- 
government, and that was one dominant issue in Virginia similar 
to the problem in North Carolina. Third, it raised the fear that the 
local communities would have no voice or control in local road 
problems; in other words, it was charged that it would destroy self- 
government. Fourth, it aroused the fear and resentment of the road 
machinery salesmen and contractors. 

I omitted to say that in describing the nature, classes and ade- 
quacy of road building and maintenance equipment owned by the 
counties, the report stated that some counties were largely over- 
supplied with machinery and others hopelessly undersupplied, and 
that road equipment was in many instances of the heavier and more 
expensive types pressed on them by road salesmen—types not suited 
tor efficient and economical maintenance of county roads, that is, 
dirt roads. The survey pointed out that some counties had enough 
machinery of the heavier types to maintain not only their own mile- 
age but also the mileage of every adjoining county as well within 
50 miles of that county, It suggested that this might account for 
the unusually large expenditure for gasoline and oil, which averaged 
$20 per mile for the entire State. In other words, the report inti- 
mated that some.of the county road commissioners might have had 
difficulty in withstanding the arguments of high pressure road 
machinery salesmen. 

In making plans for a fundamental change in support and main- 


tenance of county roads, we were favored by this fortunate situa- 
tion: Our State Highway Commission, beginning in 1921 and 
continuing through 1929, had done such an estimable job of highway 
construction as to gain nation-wide recognition for itself and for 
North Carolina. And may I say in this. connection that we spent 
$175,000,000 for road consttuction in North Carolina, and there has 
never been an intimation from any source, from any party, directly 
or indirectly, of the misapplication of the spending, or fraud, or 
corruption in the expenditure of a single dollar of the $175,000,000. 
I am speaking now of the construction of State highways, that is, 
the main arteries of traffic. In this period, the Commission had 
spent all told $175,000,000 in construction. It had largely completed 
this task. It was faced with the necessity of deflating its organ- 
ization and forces or entering new fields. We had completed our 
construction program; we were entering the maintenance period. 

The administration proposal to the General Assembly, therefore, 
was that the State itself take over through State Highway Depart- 
ment under the Highway Commission the complete job of mainte- 
nance and construction of all county roads; that the General 
Assembly make an appropriation out of the State highway fund of 
$6,000,000 annually for this purpose (for the preceding year the 
counties had spent $8,250,000; we asked the General Assembly to 
appropriate $6,000,000 and do the identical job with $6,000,000 that 
the counties had spent $8,250,000 for); that the county commis- 
sioners be prohibited from levying any tax whatever on property for 
county road maintenance or construction; that the State Highway 
Commission itself be reorganized before’ undertaking this task. For 
10 years the State Highway Commission had consisted of a chairman 
and nine district commissioners, each commissioner having large 
autonomy in the allocation of funds and in the construction of 
mileage in his district. It was recommended that the new Highway 
Commission consist of a chairman and six commissioners appdinted 
from the State at large and to represent the State at large rather 
than a district. In other words, the administration program pro- 
posed a State system of highways on the one hand, and a State 
system of county roads, State maintained, on the other hand, and 
it proposed, further, that the control and the actual construction 
and maintenance of these two systems be well integrated and unified 
into one great system. 

To provide the revenue for the $6,000,000 appropriation for county 
roads, it was recommended that the gasoline tax be increased from 
5 cents per gallon to 6 cents and that the $3,000,000 appropriation 
to the counties, the most of which had been diverted from road main- 
tenance to debt service, be retained in the State highway fund. In 
this way it would be possible to set aside $6,000,000 annually for 
county maintenance without crippling other requirements made on 
the State highway fund for the great trunk line of the State. 


Maintenance Paid by Gasoline Tax 


It was my belief that the maintenance of roads should be paid for 
by those who use the roads, which means, of course, that their main- 
tenance should be paid for out of gasoline taxes. In North Carolina 
it was evident that the overwhelming majority of country people 
(and I think this would have an important bearing in the rural 
States of this country) were not getting a fair return for their pay- 
ment of the gasoline tax. Of course, all automobile owners paid 
this tax, but it was being used almost exclusively on the support of 
the State highway system—the 9,000 miles of trunk lines connecting 
the principal towns. The 60 per cent of the country people living 
off the State highways not only paid the gasoline tax along with 
everyone else, they then paid property taxes to maintain the roads 
on which they did three-fourths of their travel. In other words, the 
gasoline tax was maintaining the trunk lines; it scarcely touched 
the rural school,‘the church, and the farm-to-market roads. The 
proposal was to reduce the total cost and to remove the burden of 
support from the place it did not belong and to put it where it did 
belong—that is, to shift it from property taxes to gasoline taxes. 

The question was raised as to whether $6,000,000 per year would be 
a sufficient appropriation to meet this tremendous expansion. It was 
pointed out, of course, that the citizens of the several counties would 
naturally demand a higher standard of maintenance from the State 
than they had demanded from their local authorities, and as I have 
stated the counties themselves had spent $8,250,000 in the previous 
year. Remember that this does not include their expenditure for 
road debt service. The bill was, therefore, amended to provide that 
the appropriation should be a minimum of $6,000,000. 

In order to maintain local interest and local contacts, the bill pro- 
vided that the county commissioners or supervisors of each county 
should be the official liaison or contact body between the interested 
citizens of a given community and the State Highway Commission. 
It stipulated that in the event that the best thought of a given com- 
munity could not reach a satisfactéry compromise on any practical 
road question with the State Highway Commission an appeal could 
be taken directly to the Governor. 

This proposal and this bill were subjected to the most terrific 
attack, in my opinion, of any single piece of legislation undertaken 
during my administration. As I have stated, the road machinery 
people and contractors, many county commissioners, many more road 
commissioners organized an active and powerful lobby to prevent 
its passing. There was honest doubt and sincere difference of 
opinion. These groups naturally had the help of those who without 
understanding the situation felt that somehow the proposal meant 
to deprive them and their communities of their rights of local self- 
government. In fact, the opponents made very effective use of the 
slogan, “It destroys local self-government.” Its passage was due 
in large measure to the fact that we had carefully prepared the 
ground, we were equipped with the facts, and we carried the facts 
direct to the people. The press had very generously put before 
the people the principal facts and rcommendations of the survey. 
We had secured the endorsement of well qualified experts and engi- 
neers in this field, including the Chief of the Bureau of Public Roads 
and the chairman of the State Highway Commission under whose 
administration our road building program was undertaken and 
largely completed. I think, too, that a well advertised radio address 
in which I explained not only the bill but the chaotic conditions 
under county maintenance probably reached 200,000 people. 


Declares Plan Gives Satisfaction 


As the bill came down to the time of voting, the opposition really 
melted. It was passed with only a handful of opponents in the 
House and some seven or eight in the Senate. The act was put into 
effect July 1, 1981. We have had not quite nine months of operation 
under it. It is not too early, however, to draw definite conclusions 
or to predict how it will stand up in the future. I do not hesitate 
to say that our people as a whole, both those who favored it and 
those who opposed, afe finding the utmost satisfaction in its opera- 
tion. No small part of this comes from the fact that they are travel- 
ing over the best county roads they have ever traveled over and their 
tax bills do not contain 1 cent of levy for road maintenance. The 
war against the status quo always comes to an end in the victory 
of an informed and efficient public service. 

I might say parenthetically that wherever country roads_ are 
dependent for maintenan¢e on property taxes, with the present heavy 
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burdens property is carrying and with the difficulties. of. collecting 
this tax and the hardships in paying it, they are likely to be in grave 
dangef.. To support the county: roads in,these several States, I am 


.satisfied that unless some scheme similar to this» is contemplated 


for the protection and salvaging of the-county roads.in this country 
we will be in grave danger before many Winters pass. 

There is really no comparison between State maintenance and 
average county maintenance. State maintenance is incomparably 
superior. My State transports.more public-school children than any 
other State in the Union. .This year we have transported 15,000 
more pupils than last year—a total of 212,000 pupils—and we were 
transporting them this, year over roads that were maintained by the 
State and controlled by the State. Yet, the cost of transportation 
is at least $350,000 less this year than last year, on the authority of 
the State Superintendent of Public Instruction. This is a by-product 
of State maintenance that was not at all anticipated when we wrote 
into the bill the definite. requirement that. county roads. serving 
public. school truck and bus_routes must be well maintained, and 
were so well maintained that it saved. $350,000 the first year of 
operation. 


County Road Machinery Bought 


As to cost, for the first eight months of this fiscal year, slightly 
under $4,000,000 of the $6,000,000 appropriated was spent. But 1 
would call your attention to the fact that in this $4,600,000 is 
included an item of $785,000jfor the absorption of new and better 
adapted machinery and equipment for county maintenance. When 
the State took over these county roads, we took over the county road 
machinery and brought it all together; and there has never been 
colleeted under one tent-in all this country such a menagerie of 
machinery as we had there assembled. Two-thirds of it was found 
to be valueless, and the first thing that the State did was to buy 
$785,000 worth of new machinery, to supply an inventory cost on 
hand for the counties of $2,800,000 worth of machinery. 

In addition to this, the $350,000 saved on public school transporta- 
tion is actually more nearly than anything else an additional saving 
on road maintenance. Another important result obtained under 
State maintenance of State highways-and of county roads is this: 
Under the old regime, neither the Highway Department nor the 
county road officials, working more or less independently, naturally 
did not give a great deal of concern to a proper integration of the 
two systems. Intersections where the State system stopped and the 
county system commenced oftentimes presented real problems and 
real dangers to the traveling public. This is being largely elim- 
inated. You cannot tell where the State system ends or where 
county system begins except as to the character of the material 
on the road, and not the construction. 

We have constructed between 25 and 30 new prison concentration 
camps at a cost of about $22,000 each and coveniently located 
throughout the State. County prisoners sentenced to 60 days or 
more are assigned to these camps and are put to work on roads. 
These camps have modern construction with water and sewer. 
Prisoners have satisfactory medical attention. They are given 
humane treatment. They are fed a standard and balanced ration 
prepared by the State Board of Health. And they are doing a good 
job in road construction and maintenance. There are now some 
10,280 miles in the primary State highway system and some 47,200 
miles of secondary county roads. 

As to the public—I think this would be interesting to you, because 
the public mind, as I understand it in legislation, the one dominant 
thought is that taxes on property must be reduced—the road legis- 
lation and the school legislation of the 1931 General Assembly 
resulted in a total decrease in the tax burden on property in the 


Wednesday Morning 


The meeting convened at 10:25 o’clock, in the Auditorium of the 
Hotel John Marshall at Richmend, Va., Hon. Frederick B. Balzar, 
Governor of Nevada, presiding. 

CHAIRMAN BALZAR: The members. of the convention will please be 
seated and please be in order. 

Mr. Secretary, for the benefit of the record, you may call the roll. 

Cot. JOHN W. WILLIAMS (after calling the roll): The Governors 
answering the roll call are: 

Governors ROLPH, BucK, CARLTON, RUSSELL, EMMERSON, TURNER, 
WoOoDRING, KING, GARDINER, ELY, OLSON, CAUFIELD BALZAR, WINANT, 
ROOSEVELT, GARDNER, SHAFER, WHITE, CASE, BLACKWOOD, DERN, 
WILSON, POLLARD, CONLEY. 

CHAIRMAN BALZAR: Fellow Executives and Guests: It is not my 
purpose this morning to indulge in any extended remarks. I am only 
going to admonish you that you are all from Virginia, and that you 
must not engage in any subjects which may bring on a controversy. 
Be most careful! 

I personally want to take this occasion, however, to express my 
deep and keen appreciation for the very fine and kindly treatment 
which we have received at the hands of our most wonderful host, and 
to say for myself and those who have accompanied me to the South 
that we appreciate their southern hospitality. I do make this one 
objection, however, that the great State of Nevada is not now and 
never was a part of the great Commonwealth of Virginia. I say that 
advisedly because I looked up my history last evening. (Laughter.) 
After listening to the many kindly remarks of our genial host as to 
the origin of our States, I was a little bit in doubt as to whether or 
not we did originally belong to the State of Virginia, but I say without 
fear of contradiction this morning that we do not, and never did. 
(Laughter.) However, as I stated before, I want to admonish you 
getnlemen in your discussion this morning that you do not bring up 
anything that might bring on a controversy of any kind. Be very 
mild with each other. (Laughter.) 

-We have to settle many things, as you know. We must tell Con- 
gress where to go; we must settle States’ rights and the prohibition 
question, and mayhap we have to balance our budgets; but let us 
not argue at any length. (Laughter.) 

Now, we happen to have in our midst this morning a gentleman 
from—lI think he hails from the capital city of Massachusetts—the 
Honorable Joseph B. Ely, and it is my pleasure to present the Gov- 
ernor of Massachusetts. ( Applause.) 


Address by Governor Ely 


Hon. JOSEPH B. ELy: Governor Balzar and distinguished Governors 
of many States: If I stick to my text it will. be absolutely impossible 
for me to engage in anything controversial. I am supposed to talk 
on motor safety. The only subject into which I may roam in dealing 
with motor safety is the question of prohibition, and I will promise 
to leave that out of consideration, except to say that if we could keep 
gasoline and rum separated it would help a great deal in regulating 
the traffic of Massachusetts. (Laughter and. applause.) 

Of course, there can be nothing controversial when we are dealing 
with deaths,. because I believe it is. commonly understood that on death 
we are:all united. : ; i $5 

There are so-many: kind things said about-the. motor vehicle, things 
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sum of a little more than $12,000,000. That is, this legislation 
decreased property taxes slightly more than 20 per cent.- In fact, 
today property pays about 52 per cent of the total State and local 
tax bill. Land and real estate pay about 36 per cent. I know of 
no: other State, with the possible exception of Delaware, in which 
real property pays as small per cent of the total tax bill as it- does 
in North Carolina. 

You.may fairly ask the question whether North Carolina would be 
willing.to go back, to give up State maintenance of roads. or State 
operation of schools. My answer is that in both of these services 
we have had this year perhaps the most satisfactory standards we 
have ever had, The total expenditure for the two services has been 
decreased almost $6,000,000 per year and the tax burden on property, 
the heaviest tax burden in the State, has been reduced $12,000,000 
as the result .of the action of one General Assembly. 

I think it can_safely be said that the experiment conducted by 
North Carolina in the: laboratory of the new science in State govern- 
ment has become an accepted program and policy in the political 
-curriculum of our State. We have this high endorsement: The State 
of Virginia after a thorough study of the practical operation of the 
North Carolina road law adopted the principle of our road program 
at its recent General Assembly. ft has been said that you can tell 
a Virginian but you can’t tell him much; however, the North Car- 
olina road law and its efficiency and savings are, in my opinion, 
here to stay. (Applause.) 

CHAIRMAN CASE: We certainly are indebted to Governor Gardner 
for the splendid exposition of a very interesting and constructive piece 
of work which has been done by his State under his administration. 

General Waller, have you some announcements for the Governors at 
this time? 

General Waller made some announcements regarding cars for trans- 
portation, ete. 


History of Virginia Capitol 


HON. JOHN GARLAND POLLARD: Mr. Chairman, the Governor of 
North Carolina has said that you can tell a Virginian, but you can’t 
tell him much. I want to demonstrate on this occasion that a Virginian 
ean tell you much. (Laughter.) 

I want to take just a moment to give you something of the history 
of this building in which you met. It was designed by Thomas Jeffer- 
son after the model of the Maison Caree, the ancient Roman temple 
in France. It was built in 1785. It has been the home since 1789 of 
the oldest law-making body in America, and the first to function under 
a written constitution of a free and independent people. Some may 
say that this is Virginia brag, but one cannot tell what Virginia has 
ome I cannot state the mere unvarnished facts without seeming to 
poast. 

In the rotunda of the Capitol is the famous Houdon statue of Wash- 
ington, erected in 1796. In the niches of the rotunda, surrounding the 
Washington statue, are the busts of the remaining seven Virginia- 
born Presidents, and also the Houdon bust of Lafayette. 

In this room the House of Delegates of the General Assembly have 
been meeting up to the year 1905 continuously. During the war be- 
tween the States this room was used by the Confederate Congress. 
In 1807 this room was the scene of the trial of Aaron Burr, at which 
trial John Marshall sat as judge. 

In this room the Secession Ordinance was passed in 1861; and here 
we have erected a statue of Robert Edward Lee on the spot where he 
received the command of the armed forces of Virginia, in April, 1861. 

I thought that these facts would be of interest to the visiting Gov- 
ernors and their parties. (Applause.) 

CHAIRMAN CASE: The session of the morning stands adjourned, and 
the Governors will follow closely their schedule. 

The meeting adjourned at 11:20 o'clock. 


o 


that have been said for so many years, that I have, ventured during 
the last 18 months also to call the attention ef the people of my own 
State to some of the difficulties that have been brought upon us by 
the creation of this very wonderful method of. transportation. 

_ ahe manufacturers of automobiles seem to be so perfectly organized 
in the United States and have so easily brought to their assistance in 
the matters of legislation all who are motor vehicle owners—and that 
is practically everyone—that very little attention has'!been paid to 
some of the things that the motor vehicle has created in the way of 
difficulties in the administration of our laws and the protection of our 
people. In order that there may be a proper balance and a proper 
understanding of the place that the motor vehicle has taken in our 
civilization, the effect that it has had upon our economic condition, 


I would like to recall to your minds a few of the things that the motor 
vehicle has done to us. ; 


Interurban Trolleys Abandone« 


Your presiding officer said that I came from Boston. Well, that .: 
close enough when you are in Virginia, but I come from a town in 
the western end of my State that was once famous as being the home 
of the whip. Practically all the whips made in the United States were 
made in my home town; and it is no longer an industry. The auto- 
mobile accomplished that when it eliminated the horse, then the com- 
mon means of transportation both in business and pleasure; and all 
of the great industries that went to support that noble animal were 
wiped out—whips, harnesses, carriages—all eliminated as a profitable 
undertaking. 

I ean remember as a boy viewing the~eonstruction of interurban 
trolleys, into which was poured millions of dollars, and I have lived 
long enough to see practically all of those lines abandoned. . There are 
no longer any interurban trolleys in our locality; I don’t know about 
yours. All the wealth that was devoted to the trolleys has been wiped 


out by the automobile; and now we find the automobile well on its , 


way toward crippling, and in some instances annihilating, the great 
transportation systems of the country. 

In Massachusetts we have 100,000 registered trucks. We have an 
increase this year over last year in registration of motor trucks of 
2 per cent. Although our pleasure vehicles have decreased in registra- 
tion about 15,000 cars, our trucks have increased from 2,000 to 3,000, 
and our consumption of gasoline has gone up about 1,000,000 car miles 
a month, due largely, I. take it, to the operation of buses and trucks. 

I think from these illustrations it must be perfectly apparent that 
we should set off against the great benefits of the motor vehicle, which 
I am. not denying, some of the liabilities that have been created b) 
the growth of this tremendous industry, and I have only spoken of 
the economic effect. 

My topic, however, has to do with the safety of the highways, ! 
take it, and there again, may I point out, in order to emphasize the 
necessity for public action and control of this traffic, the tremendous 
amount of damage that has been done and is being accomplished yearly 
by the operation of motor vehicles. * 

In the Commonwealth of Massachusetts during the last year 700 
people were killed. The amount of money paid out as a result of: per- 
sonal.injuries. alone. directly. to.claimants: assumed .the staggering total 
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of $16,000,000; and Massachusetts’ records are not bad when you take 
into consideration its relation to the whole country. 

There were 35,000 persons -killed by. motor vehicles in the United 
States. last year. There were nearly 1,000,000 people injured—better 
than 900,000 personal injuries. -The total losses due to personal in- 
juries in the United States reached the staggering figures of close to 
$1,000,000,000, measured in money. 

When you consider those figures then you realize, in addition to the 
economic losses, that the automobile has created the real problem that 
it presents to us in the discussion of this question of motor regulation. 

In Massachusetts we found that the losses were so great from these 
motor vehicle accidents that about five years ago we set up a new 
form of insurance, not a State fund, but an insurance law which com- 
pels every ‘registered motor vehicle to be protected by a policy of 
insurance—a compulsory automobile liability law. Under the provi- 
sions of that law the Insurance Commissioner of Massachusetts makes 
the rates—of course, rates based’ upon experience, but ‘nevertheless, 
rates fixed by the State, and not by the insurance companies with the 
approval of the authorities of the Commonwealth. 


When this law was first established it was deemed that because every 


‘vehicle must be insured the rates would naturally be low; that the 


necessity of insurance increasing the number of risks, would tend 
to decrease the amount of the premium. It was very unfortunate that 
those who first created the rates looked too favorably upon this argu- 
ment as a means to making them low, because the experience of every 
year has resulted in the necessity of increasing the premiums. 

You who have followed this subject in your several States have 
probably been somewhat misled from the agitation which has been 
almost constantly with us. The fact cf the matter was that when we 
first started the law, we kept the rates so low that the premiums 
couldn’t carry the losses. The premiums paid by the people of Massa- 
chusetts under these policies last year were $25,000,000. To my mind, 
that is almost entirely a complete economic waste. The law, however, 
is a good law, and our rates are now getting up to the point where 
they ought to be, and in comparison with the rates of other jurisdic- 
tions, are low. Our. insurance, while compulsory, costs our automobile 


owners less money than any other form of insurance in the United 
States. 


A rather complete survey of this subject by the Federal Commission 
has resulted in a very strong statement that the Massachusetts com- 
pulsory automobile insurance law is the best and most valuable piece 
of that sort of legislation in existence. 

I pause to say those things because I want to put the Massachusetts 
law right with the rest of the States of the Union. 


Card Index for Auto Operators 


We have a very good motor vehicle law, with its compulsory penalties 
for certain violations of our traffic regulations, principally those that 
concern driving while under the influence of liquor. 

We have recently started to put into effect a master card index, by 
means of which we may know from day to day the reputation, as 
instanced by offenses, of every operating automobilist in the State; 
and,it is surprising to find that most of the accidents are caused by 
approximately 5 per cent of the drivers. It is even more surprising 
to find that these men are “repeaters” ; that there is a large pefcentage 
of them who have participated in two, three, four, five accidents, not 
all of them serious, but many of them serious. We are hoping by 
means of this tabulation and under the provisions of our laws, which 
permit after repeated offenses to withhold the right to operate a motor 
vehicle, to eliminate slowly but surely from the highways those men, 
and very few women, by the way, who are constitutionally apparently 
unfitted to operate such a dangerous instrument as a motor vehicle. 

It might be interesting to you to éxamine the statistics furnished 
through records of this sort concerning our accidents, and to know 
that more than 50 per cent of the accident cases result in either death 
or injury to children under 15 years of age and to adults over 55 years 
of age; and you can draw a general philosophical conclusion from that 
also, in spite of what is said about the dangerous age, that the happy 
age for the pedestrian is from the age of 15 to the age of 55. Below 
15 and above 55 we find those who use our highways as pedestrians 
suffer more, much more, than 50 per cent of the injuries from auto- 
mobiles. 

In speaking on the liability side of the motor vehicle, I neglected to 
say anything about the cost of government which has resulted from 
this very wonderful and yet very dangerous and destructive machine. 
Last year in Massachusetts, which is not a large State, although rather 
densely populated, we spent $25,000,000 in the construction of high- 
ways under State. control, and I dare say, although I have not the 
figures accurately before me, that the amount of money spént by the 
municipalities in the construction of highways during 1931 would 
reach the sum of at least $40,000,000. 

Now, realizing the dangerous situation that exists in the use of 
our highways by automobiles, our department having control of this 
situation has made a very thorough study of its road conditions. We 
find that accidents happen at certain places. We find that accidents 
happen on poorly-constructed roads, or roads out of repair, crooked 
roads, narrow roads; and we have spent a great deal of money in 
improving the condition of our highways, not only for the convenience 
of the motorist, but also for the safety,of the motorist. 


Trying to Eliminate Curves 


We are endeavoring to eliminate curves as much as we can, consider- 
ing the terrain over which our motorists operate. We have widened 
our roads, and in every conceivable way we have eliminated dangerous 
places. In the construction of a new highway between Worcester and 
Boston every crossroad is separated by an overpass or an underpass, 
with the complicated methods of approach, so that there are no inter- 
section highways on the trunk line, or will not be, from Worcester to 
Boston when that road is finished—all for the safety of the people 
who use our highways. 

As you all know, in the regulation of traffic, we have established, all 
of us I believe, in every city practically in the country today, and the 
State, on its trunk lines, the signal lights. The blue and the green 
and the yellow lights are supposed to tell you when you can move and 
in which direction. Yet with all of these very expensive things used 
for the safety of the traveling public, the accidents continue just the 
same. 

We have just as many accidents this year as last year. The deaths 
from motor injury are substantially the same as last year; I think it 
decreased only two-tenths of 1 per cent. So you see that in the last 
analysis, while we can’t say how many accidents there might have been 
if we had not built better roads and regulated the traffic by lights, yet 
the fact remains that with all the money we have spent to improve our 
highways, in their surface, to straighten them, in construction gen- 
erally, and the adoption of lights to regulate, nevertheless the accidents 
go on. . So you are forced to the conclusion, after all, that the thing 
which is causing the accidents is really the personal element of the 
driver himself. 

I believe there is only one ones that we can create good drivers, and 
that is to impress upon them first the tremendous risk that is ‘con- 
stantly- present in the operation of an automobile. Speed is really the 
principal element resulting in serious personal injury. 

Last .Summer.'the controversy: over our insurance rafes became so 


heated—it. is not a controversial question here, but it was in Massa- 
chusetts last yéar—that I found it necessary to call a special session of 
the Legislature in an attempt to modify our law in some way that 
would put’ a penalty on: the bad driver and. a premium on the good 
driver, and therefore let the good driver escape the payment of quite 
as much money as was paid by the bad driver in order to protect him- 
self with insurance. 

In the course of that “session I was obliged to look over the basic 
rates, the way in which they were arrived at and the things that were 
considered in making up the rates, and I discovered this very inter- 
esting fact: The old model of a certain make of car was entitled, 
because of its experience, to a particularly low premium rate. The 
same make of car was brought out with a higher powered motor, that 
is, more power and ‘more speed, and the experience which resulted 
from the increase in the horsepower, therefore the ability to make 
greater speed, so increased the unfavorable experience as te make it 
necessary to put that car into another classification; power and speed 
so increased the risk of insuring that particular automobile, which 
was practically the same-as the old model, and was so great, and due 
entirely to the question of power and speed. 


That thing alone thoroughly illustrates that motor vehicle accidents 
are direetly the result of power, and that which goes with it, speed. 
Even in the face of better braking, greater compression, more perfect 
construction, the speed which resulted from the higher power was the 
cause of the serious accidents. 


Would Bar Dangerous Drivers 


Now, the human element is the thing against which we must fight 
if we are to properly regulate the traffic upon our highways. There 
should be, of course, complete cooperation between the States. When 
the drivers from your States come into Massachusetts and are guilty 
of transgressing our laws in such a way as to make danger more 
imminent to our pedestrians and users of our roads, we should like 
to feel, as we have in the past, that we may continue to have your 
support by revoking or suspending licenses, and we promise to do the 
same wherever our operators have transgressed your law. 

But the best thing that we have done, and really the only thing that 
I wish to leave with you for your consideration today is that idea of 
keeping closer track of the operations of our licensed motor vehicle 
drivers, and as they show a tendency toward accident, to eliminate 
them entirely from the road. Preach the doctrine to the automobilist 
that he is on the highways by the sanction of the State; that if he is 
not conscious of the responsibility that rests upon him, and he is 
careless, then we take that right away, and thus eliminate the dan- 
gerous drivers from the operation of our highways. 

The great expense to the government, the great economic loss that 
results from careless operation of motor vehicles, running, as I said, 
close to $1,000,000,000 a year in the United States, makes it a subject 
to. which -we should give most careful attention and scrutiny, and 
particularly. should we be strong in the strict enforcement of the laws 
—* the operation of motor vehicles on our highways. (Ap- 
plause. : 

CHAIRMAN BALzAR: We thank you, Governor, for your very inter- 
esting dissertation. I am sure that the members of this convention 
believe in your talk they have found much which they can take back 
with them to their homes. 

Our next speaker this morning is a young man whom I am really 
proud of, a man who started in the political game some 13 years ago, 
who started out to be a Governor of his State, but it seemed that 
neither of the parties wanted him, so he went out and chose a party 
for himself, and thereafter was elected. This young man whom it is 
my pleasure to present is the Honorable Floyd B. Olson, who will tell 
you something about banking systems, State banking systems and 
their retention or abolishment. This young man hails from the great 
State of Minnesota. (Applause. ) 


Address by Governor Olson , 


Hon. FLoyp B. OLSON: Mr. Chairman, Gentlemen and Guests: I am 
rather impressed by. the introduction of the gentleman from Nevada. 
I assured him that should I ever have occasion to depart from that 
happy domestic State that I now enjoy, I shall make hasty steps for 
Nevada. 

The phrasing of the subject to me by your program committee— 
“Should State Banks Be Abolished?”—implies that valid reasons exist 
for a abolishment. Among such reasons which have often been 
urged are: 


1. State banks are not adequately regulated as compared with Fed- 
eral banks. 

2. The deposit of money in State banks is unsafe as is evidenced by 
the large number of State bank failures in the past 12 years. 

3. By reason of the laxity of the laws of the various States more 
State banks have been chartered than was justified by the banking 
opportunities in the fields in which they operated. 

In considering the advisability of abolishing State banks we must 
first determine the correctness of the grounds urged for their abolish- 
ment, and second, the results, from a general credit standpoint, of their 
abolishment. 

It is imperative that we remodel our credit structure and that we 
bring about a regulation of banking that will prevent in the future the 
suffering that has been inflicted upon millions of people through bank 
failures and through inadequate credit. 

Let us take inventory of our present situation in so far as it is 
related to credit and banking: During the 10 years which ended Dec. 
31, 1931, 9,280 banks failed’ throughout the Nation. These involved 
deposits of over $2,500,000,000. In seven States more than 40 per 
cent of the banks operating in 1920 had failed before the middle of 
1929. Many of these failures involved small banks outside the Fed- 
eral Reserve System. Within the past year we have had some 2,300 
closings of banks involving almost 6,000,000 depositors. Included 
among the failures in the 1921-1929 period were 226 banks with 
$102,000,000 deposits belonging to 50 different chains. Within that 
same period 41 branch banking systems with deposits of $49,000,000 
suspended operations. Since 1929 there have been several chain bank 
failures involving stupendous sums. 

In the agricultural West there was a heavy mortality among banks 
during the deflation period which commenced in 1920. So far as the 
farmer of the West is concerned his economic depression commenced 
at that time and not in 1929. Was the failure of State banks at that 
time due to mismanagement, and lack of proper regulation, and hence 
a basis for now abolishing State banks, or were there contributing 
causes to these bank failures? 

Many of the banks that failed were members of the Federal Reserve 
System. Many of the banks that failed were situated in rural com- 
munities, and dealt almost exclusively in farm paper. It cannot be 
denied that the Federal Reserve Board in 1920 undertook to use its 
powers with reference to the contraction and expansion of credit for 
the purpose of deflation. It has never been successfully denied that 
it ruthlessly singled out agriculture for immediate deflation. It said 
in substance to its member banks: “Call all farm loans and do not 
renew them.” 

. Evidence is not wanting that it discriminated in favor of speculative 
stock market and industrial credit as against farm credit. It-is-a fact 
that the Federal"Reserve. System contrary to the spirit of the: Federal 
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Reserve Act permitted its funds te be employed in speculation before 
and after the deflative order of 1920. It is a fact that the action of 
the Federal Reserve Board in demanding excess collateral for loans 
upon farm property and in refusing to renew farm paper forced down 
the price of farm products by preventing the farmer from holding his 
products because of a want of credit, and thereby caused a tremendous 
surplus of farm products to be thrown upon the market. 

The condition contributed to by the Federal Reserve System with 
reference to its member banks inevitably spread to nonmember banks 
in the agricultural districts. The agricultural banks became frozen 
with farm paper which could not be rediscounted, and because of their 
unliquid condition they failed or suspended operations. Had the defla-. 
tion of farm values been brought about by a gradual process instead 
of by the abrupt means pursued the recovery would have been gradual 
and certain just as was the recovery of industry following the deflation 
of 1920. 

It is fair to conclude, therefore, that the failure of many State 
banks, particularly in agricultural districts, did not result entirely 
from mismanagement and lack of adequate regulation. 

If we abolish State banks it is urged that the banking system, which 
will then be Federal and which will be under a unified system of super- 
vision and regulation by the Federal Government, will result in greater 
safety to depositors. 


Consequences of Federal Control 


What other consequences will result from placing our banking system 
entirely under the control of the Federal Government? And I say that, 
Mr. President, with no reference to that controversial subject, States’ 
rights. By confining our banking to Federally-supervised banks the 
inevitable result would be the centralization of financial power and 
control of credit in chain banking institutions, which centralization and 
control would gradually concentrate in smaller and smaller groups 
until our whole credit system would be controlled by the large central 
banks of New York City. This could easily be accomplished because 
Federally-controlled banks would no longer be subjected to the com- 
petition of banks operating under State laws which prohibit branch, 
banking. That it would be easily accomplished if State banking com- 
petition were removed is evidenced by the fact that financial control is 
now becoming centralized to a considerable extent despite the com- 
petition of independent State banks. 

As a result of growing multiple banking we find ourselves in the 
menacing situation where capital is vastly concentrated and credit is 
greatly restricted. Bank mergers have become the order of the day. 
Mergers and bank failures reduced the total number of banks in the 
United States from a maximum of 30,821 in 1921 to 25,330 in 1929. 
(Labor Fact Book for 1931.) While the number of banks has de- 
creased, banking capital and bank deposits have increased by more 
than 50 per cent and the total resources vf banks have increased by 
45 per cent. Through mergers and increasing deposits the largest 
banks have, until very recently, been growing larger and have gath- 
ered to themselves an increasing share of the Nation’s total banking 
resources. At the top of the list as of Dec. 31, 1930, are the Chase 
National Bank, New York; the National City Bank of New York; 
Continental-Illinois Bank and Trust Company, Chicago; and the 
Bankers Trust Company, New York. 

Chain and group banks have characterized a tremendous and rapid 
centralization of resources and of financial power in this country. In 
1929 the American Bankers Association reported that 273 banking 
groups owned 1,858 banks with total resources of more than $13,000,- 
000,000, or approximately 18 per cent of the resources of all reporting 
banks in the United States. The Federal Reserve Bulletin for Decem- 
ber, 1930, reported that the total numberof banks included in chains 
or groups had risen to 2,144. Besides this, it is reported that in these 
chains 137 banks operate 1,608 branch banking offices; and 680 banks, 
—— are not in a chain, are said to operate 2,010 branch banking 
omeces. 

So it is that the present situation is- characterized by several well- 
marked features. The financial control of industry and agriculture has 
become menacingly concentrated. Large establishments are displacing 


small ones. State banks have given place to gigantic banking mergers. - 


The capitalistic regime has resulted in economic imperialism, which 
today totters and wobbles under its own weaknesses and follies. Mar- 
kets are glutted with a surplus, but the average man faces want arid 
trembles in the face of economic insecurity. Our local banks are 
becoming well-nigh extinct. They are being displaced by interna- 
tional banks and chain banks, and yet the average citizen, the 
farmer with a mortgage, the small business man with a financial 
burden, has a very restricted access to credit and what little he gets 
he pays. for dearly at high interest rates. (The Record of Interna- 
tional Banks.) 

I am neither a prophet nor the son of a prophet, but I am frank to 
say that this brand of high finance cannot long endure. I believe that 
today our economic imperialism, controlled at the top by our big 
banking interests, {s trembling in the balance. It has not kept pace 
with our democratic political development; it has not kept faith with 
the people; it is calloused and indifferent to the distress and misery of 
the mass of people at the base of our economic structure. 


Another Picture Presented 


But I would not make this address a mere tabulation of unpleasant 
statistics and comments. I have in mind another picture which I 
would like to present to you, if I may. If one asks himself what 
are the forces which have made our people a great Nation, stretch- 
ing from the Atlantic to the Pacific Ocean and from the Gulf of 
Mexico to Canada, I think the answer does not lie in war nor in 
marching armies, nor even in the Puritan and the Pilgrim Fathers, 
important as they are. Three great forces I take it have gone far 
to make this Nation what it is. The first of these has been immi- 
gration and cheap land, which afford unlimited opportunity for self- 
employment. The second has been the great westward movement, 
the trail of the pioneers across the Allegheny Mountains, across the 
Mississippi Valley, over the Great Plains, even to the Pacific coast 
and the Golden Gate. The third of these great influences or factors 
has been credit dispensed by local bankers who knew their deposi- 
tors and borrowers even to the second and third generation. 

Take Gopher Prairie and Main Street and note what the old-time 
banker meant to thousands and thousands of communities scattered 
through the Middle and Far West. In the first place, this local 
banker was a citizen of his community; he owned property there, 
paid taxes, sent his children to schoo! and contributed to the support 
of the community and its institutions. 

When citizens got into financial stress they went to this home-town 
banker and told him their troubles.. He knew them and he. prob- 
ably knew their fathers and mothers and grandfathers. Of necessity 
he may have asked them for security for loans, but his chief concern 
was not with statement of collateral, which may mean something 
today and nothing tomorrow. He was banking upon character; he 
knew his people and with him credit and character were indissoluble. 

What is the situation today? Suppose a farmer or a small mer- 
chant goes into one of our branch or chain banks in a Minnesota 
city, say of 15,000 people, what happens? Such a prospective bor- 
rower does not see the real banker; he sees only an agent-of the 
big bank located in Minneapolis, Chicago, or New ¥ork. Can the 
agent make a loan? After some hesitation he explains that he must 


send in the list of securities and get the O. K. from the central bank. 
This agent is a mere robot banker who is in the community but not 
of it. He is but the agent of men who live thousands of miles away; 
he has no initiative and is not even advisory; he does the bidding 
of his superiors. 

And the list of securities which he asks of the borrower is s3ome- 
thing with which to conjure. And how these securities have been 
conjured with—divided like the loaves and fishes and frequently 
watered! Yet these securities, so fickle and changeable, high one 
day and low the next, worthy one week and almost worthless the 
next, appear to have become the foundation of our credit system. 
Foreign and domestic bonds of uncertain value, initially sold by the 
large banking houses at a tremendous profit, rather than securities 
or land of the local community, are now the basis of bank credit. 

As a result, the people in a financial crisis no longer look to their 
bankers for help; rather they look to their State and Federal gov- 
ernments for credit at lower rates than that to be had from the 
banks. So great has been this pressure for aid and paternalism 
from the Government that the National Administration has. created 
the greatest Government banking scheme known to our history for 
the purpose of saving our private banking structure from bank- 
ruptcy. We now have a $2,000,000,000 Government bank. For real 
adventures in Government aid, where can one match the Reconstruc- 
tion Finance Corporation Act? How does it square with the doctrine 
of individualism which at the best was a doctrine of the frontier. 
and which was succeeded by am age of industrial monopoly and 
now by an age of banking monovoly? And does any serious minded 
citizen think that Government aid can stop with the large banking 
and industrial enterprises? If we are to recover from this depres- 
sion it must be extended to those who are the real producing groups 
of this Nation. 


High Tariff Versus Farm Aid 


When the bill comes in, Americans are astounded at the cost of 
administering agricultural stabilization and reconstruction finance 
corporations, and yet we are not greatly impressed by the much 
greater burden of tariff duties on the people. In 1930 was passed 
the Smoot-Hawley tariff, the highest in the history of the United 
States. How can foreign debtors pay the debts they owe our banks 
if foreign imports are excluded? In the early days of capitalism 
tariffs were demanded as a means of,fostering our so-called “infant 
industries” with a minimum of interférence from imported products. 
In the present period of imperialism, high tariff is exacted as an 
attempted means of keeping prices above their natural level in the 
home market. If tariffs to aid one kind or another of our manufac- 
turing, why not rural credit for the farmer, and finance corporations 
and the whole gamut and program of special aid? In other words, 
if we are to interfere with the law of supply and demand in one 
instance, why not in all? (Applause.) Where is the line to be 
drawn? Much of this tomes about through the failure of our finan- 
cial imperialism to meet the needs of the people. 

Do any of you realize the extent to which interest is eating us up 
in this country? Ten billion dollars in interest are or should be 
paid annyally in the United States. In 1910 the mortgage indebted- 
ness on farms in this country amounted to $3,500,000,000; in 1920 it 
stood at $7,850,000,000; and in 1928 it was $9,469,000,000. 

The prices of commodities are reaching»prewar levels, wages are 
being slashed and the standards of living are constantly sinking to 
lower levels, yet the price of money in fhe form of interest remains 
the same, and credit becomes more contracted. Who can question 
that the people need access to money at cheaper rates of interest 
than they now pay? Who is bold enough to suppose that these debts 
will ever be paid at the interest*rates which now obtain? Such an 
eventuation is unthinkable. The future entire banking system is 
dependent upon the adjustment of such credits, and the stabilization 
of money. A centralized banking oligarchy would ruthlessly aggra- 
vate this condition. 

It may be contended that this banking monopoly which is more 
tightly fastening its financial tentaeles upon the American people 
each year could be restrained by the Federal Reserve System. Upon 
the contrary, it would also control the Federal Reserve Board 
because it would be able to elect members of its group to the Board, 
and only a Utopian would believe that a banker in his private 
capacity could be expected to sell the securities handled by his bank 
to smaller banks, and in his public capacity, as a member of the 
Board, rule that such transactions in securities were invalid. 

This banking oligarchy could actually dictate where cities should 
be built, where railroads should ge, what industries should go in 
certain parts of the country, and far worse, could inflate the stock 
market so as to be able to sell the banking institution itself, in the 
form of nonvoting stock, at an inflated value, and yet retain control 
of the banking institutions within the oligarchy. The existing chain 
institutions have already carried out that practice to a marked 
degree. 

> not contend that the retention of independent State banks 
will in itself prevent this condition I have described and that we 
are fast approaching, but I do contend that independent State banks 
constitute a barrier of prevention to centralized financial control— 
however substantial or insubstantial that barrier may be. The final 
and only barrier to this centralized money control is the people of 
the United States acting through a Government controlled by them 
and not wholly or partially controlled by the banking oligarchy 
which we now have and which without the restriction of independent 
banks would continue to grow and become more centralized. 


Uniform Banking Code Proposed 


The States themselves are responsible for the abuses in their State 
banking systems. These abuses can be corrected by a Uniform 
Banking Code, passed by the Legislatures of the States of the Union. 
This code should not only provide for the regulation of banking 
methods but should also provide a nonpolitical means of licensing 
bankers, and the elimination of incompetents in the banking field, 
and the prevention of people with but small capital going into the 
banking business. ; ee 

Laws should provide for organizations for purchasing and liqui- 
dating bank assets in order to prevent the delaysS and losses to which 
depositors are now subjected. All banks should be obliged to confine 
themselves strictly to commercial paper transactions. They should 
be prevented from participation in the development of stock market 
affiliations and operations, and should be prevented from continuing 
in any allied enterprises in connection with their commercial insti- 
tutions. 

In*conelusion, State banks are as’sound as Federal banks if per- 
mitted to compete on an equal basis; and the weakness of the State 
banking system may be removed by State regulatory legislation. For 
those reasons and for the further reason and the greater reason that 
as independent units they offer a protection against centralization of 
credit control, and money monopoly, they should not be abolished. 
(Applause.) ; 

CHAIRMAN BALZAR: Thank you, Governor Olson, and I suppose we 
may also be thankful that none of our Governors are bankers. 


Our next speaker is a man who needs no introduction from myself. 
. 
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He has served his people in his home State for a period of 12 years as 
their Secretary of State, and so well did he perform his duties that he 
was then elected as their Chief Executive by the highest vote ever 
accorded. to a person running for that office. 

It is my pleasure at this time to present to you the Honorable Louis 
L. Emmerson, who will tell you something about the duties of the 
State in relation to unemployment, and this gentleman hails from the 
great State of Illinois. Governor Emmerson! (Applause.) 


Address by Governor Emmerson 


Hon. Louis L. EMMERSON: Mr. Chairman, Members of the Confer- 
ence, and Guests: I think perhaps I have been asked to speak upon 
the subject of unemployment. because the great State of Illinois is 
ae as greatly from unemployment as any of the States of the 

nion. 

Not so many years ago Illinois was almost exclusively an agricul- 
tural State. During the past few decades our industries have devel- 
oped, until today we rank third of the 48 States of the Union. 

The question of unemployment is not controversial; neither is the 
man who has been asked to discuss this question with you today able 
to give you the information that you’ all desire. 

May I, before I take the few minutes that are allotted to me—and 
the minutes will be few—express the appreciation that has been so 
frequently mentioned from this platform for the hospitality of the 
State of Virginia. I perhaps feel this keenly because this great Com- 
monwealth was where my greai. grandchild was born, just a few miles 
north of the City of Richmond; my home town was named Mount 
Vernon, after the old site of the first President of the United States; 
the county in which I lived was named for the owner of the estate 
of Monticello; and while I am not a Democrat, I am democratic so far 
as the State of Virginia is concerned. (Applause.) 

_You have asked me to speak upon the subject of “Unemployment,” 
giving special emphasis to the duties of the various States in meeting 
the problems of depression within their own borders. Obviously, it is 
the duty of each State to do what it can in the extension of emergency 
relief, to the end that suffering and privation, which are necessarily 
the results of unemployment, may be held to a minimum, and at the 
same time to take necessary steps to remove the fundamental causes 
back of the present unsettled situation. 

On these points everyone agrees, but few are of the same opinion 
on the methods to be pursued to attain the desired objectives. 

Neither as organized social units, nor as individuals, can we disown 
responsibility for the present crisis, nor can we escape the fact that 
under modern conditions we are to a considerable extent “our brother’s 
keeper.” How well we realize that fact is indicated in both public and 
private efforts made during the last two years, and still being made, 
to lessen the effects of the present unfortunate situation. 

The measure of direct relief extended must be considered from both 
a public and an individual viewpoint. 

Acting at the request of the President, the Bureau of the Census 
‘has completed a survey of relief work in a number of American com- 
munities for a fixed period in 1929, compared to a similar period last 
year. The manner in which money flowed into relief channels is 
astounding, and is a tribute to the American people, of which we will 
be proud long after the depression has been passed. 

During the period selected for 1929, public and private sources fur- 
nished over $22,000,000 for relief to families, outside of institutions, 
and to homeless men. In the same period, two years later in 1931, this 
figure had mounted to more than $73,000,000—an increase of 230 
per cent. 

Direct local government aid in the 1929 period amounted in money 
to over $10,000,000, and in 1931 to upwards of $34,000,000; or an 
increase of 216 per cent. These figures are typical of the entire 
country, and give a fair measure of the direct relief assistance ex- 
tended by local government and individuals to alleviate suffering and 
check distress. 

The problem of State cooperation in extension of direct relief has 
been a growing one, which has already been undertaken in a number 
of our Commonwealths. 

New York was first to take action with an appropriation of $20,000,- 
000. Since that time, my own State of Illinois adopted a relief measure 
providing for a similar appropriation, to be used in various counties 
where the needs were beyond local capacity to handle. Pennsylvania 
has joined with a $10,000,000 program, while Oklahoma, West Virginia, 
Arkansas, Louisiana, Minnesota, Missouri, Massachusetts, South Caro- 
lina, New Jersey, Rhode Island, Wisconsin, and a host of other States 
have extended what assistance seemed possible. 


Use of State Funds for Relief 


In many instances these relief programs have been adopted only 
after considerable debate. Legislators have differed over the advis- 
ability of creating the precedent of use of State funds for relief pur- 
poses. Others have approved the principle, but have been unable to 
agree on the source of the income; but, almost without exception, 
where the need has been shown to be acute, personal and local differ- 
ences have been forgotten, and lawmakers have gone so far as to 
jeopardize their political future in order that proper relief legislation 
might be enacted. 

In our own State we have made an effort to place the ultimate obli- 
gation for payment of relief funds upon the counties in which the 
relief will be extended. Through five emergenecy bills, $20,000,000 was 
appropriated to the “Illinois Relief Commission,” to be appointed by 
the Government, the funds to be raised by a special tax. This tax, 
however, will not be assessed if the voters at the polls next Novem- 
ber approve a $20,000,000 bond issue. The bonds will remain an 
obligation on the State, but will be retired within 20 years by the 
assignment of the gasoline tax funds of the various counties, in pro- 
portion to the amount that the particular county has availed itself of 
the relief funds. 

Under our Illinois law we have a gas tax of 3 cents, 2 of which 
goes to the State for our state-wide system of highways, and 1 comes 
to the county. Just within the past few days, a special session of the 
General Assembly being on, now in convention at Springfield, IIL, 
another bill has been presented, asking for an appropriation of a 
similar amount. Whether that will come along or not is very un- 
certain. 

There has long been growing up within the Nation a sentiment 
that responsibility for almost everythimg rests with government. 
Such an attitude has become characteristic of the American people, 
and the cry “let the:Government do it” has become almost as typical 
as the expression “let George do it.” 

Each one of you has probably listened for hours to various plans 
under which the depression was to be swept aside—almost with the 
stroke of a pen—through institution of a program of public works 
wees your State, sufficient to assimilate a large portion of the labor 
surplus. 

In all probability, those making the suggestion did not realize 
that there has been no depression in public works contracts on the 
part of the various States, and that such State projects have been 
the real balance wheel, which has served to minimize the disastrous 
effects of unemployment in the past few years. 

The principal nations of the world have joined in this great crea- 
tive construction program, designed to fill in the building gap 
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created by war and postwar conditions, and at the same time to 
furnish relief to the thousands of jobless men. 

For ages we have marveled at the pyramids of Egypt, the Roman 
acqueduct, and the Great Wall of China, but these stupendous accom- 
plishments of other ages pale into insignificance compared to the 
work now being carried on throughout the world, and especially here 
in our own country. 

These great projects were spread over a long term of years, a 
century being a short time for the completion of one of the great 
cathedrals. Contrasted with these is the public building record in 
the United States, in which billions of dollars are being expended 
yearly. 

During the last four years, $13,000,000,000 worth of construction 
work has been carried out in this country. Taxpayers have furnished 
the funds for almost half of this total, State, municipal and Federal 
construction projects reaching the grand total of more than $5,500,- 
000,000 for the four-year period. 

The total amounts expended for the various years has varied but 
little. They range from a 504 per cent increase in one State to a 71 
per cent decrease in another, but throughout the entire country the 
amount expended is fairly uniform. The Federal Government and 
22 States increased budgets for 1931, but the total value of contracts 
showed a variation of less than 4 per cent over the four-year period. 

Measured in dollars, construction work in 1931 and 1929 was 
almost identical, although both years showed a considerable jump 
over predepression years. Measured in volume of work done, there 
was from a 10 to 15 per cent increase because of the rapid decline in 
construction costs. The most favorable increases have been shown 
in States which have recently embarked on extensive road building 
programs, 9 States spending twice as much as in 1929, while 12 spent 
more in the last year than in any one of the three previous years. 
And may I say to his excellency from Massachusetts that the State 
of Illinois is this year spending something like $40,000,000 in the 
construction of State highway systems. 

What public construction projects mean to a State, especially in 
depression times, is indicated by the figures from my own State— 
Illinois. Most accurate statistics available indicate that the total 
public works bill for 1928 was $117,000,000; for 1929, $60,000,000; 
for 1930, $81,000,000; and for last year $73,000,000. 


*““Middle Course”? Advocated 


The question has arisen, “To what extent should a State go in the 
creation of public work projects as a means of extending indirect 
relief?” 

On that question we have two schools of thought, with varying 
ideas within each school. On the one hand, we have those who advo- 
cate huge bond issues for the immediate construction of projects 
not now deemed essential, but which may be vital to the future. On 
the other hand are those who favor the elimination of all construc- 
tion not immediately necessary, as a means of reducing taxes. For 
my part, I adopt a middle course, believing that a State should not 
permit false economy to dwarf its progress, nor should it increase 
the public debt for nonessentials. 

I see no good reason why the Government should be immune to 
the necessity or the desirability to economize. It should at least 
restrain from extravagances which no business could tolerate, and 
still keep ahead of the sheriff. 

Unlimited spending of public funds for public works means an 
increase in taxes. No matter whether funds are derived from bond 
issues or from current revenue, the expenses are eventually met by 
either direct or indirect taxation. 

My State has heaerd the call for economy, just as has yours. The 
National Government itself is faced with the necessity of. drastic 
retrenchment as a means of balancing its budget. In the long run, 
government is no different than private enterprise. If it spends 
beyond the ability of its people to pay, it faces bankruptcy; and 
governmental bankruptcy means eventual social disorder. 

Indebtedness of the 48 States has increased fourfold since 1915, 
until it has reached the staggering total of $2,500,000,000. Most of 
that increased indebtedness is due to the vast road building pro- 
grams which have linked the cities of the Nation to the farms, 
opening up new avenues of recreation, of transportation and of 
commerce. Hard'roads have been worth their cost, but they have 
been a major factor in creating a huge public debt, and a huge 
annual expense which, in my State at least, is responsible for a 
great majority of the increased cost of government. 

Such work must be carried on until the benefits are extended 
equally to all sections of a State. Institutions, all of which are 
rapidly increasing in the numbers of persons to be cared for, must 
be maintained and extended. Public buildings must be repaired 
or replaced as needed, but all these projects must be carried out on 
a sane business basis uninfluenced by emotional factors, if public 
expenditures are to be reduced or even held in check. 

To my mind, the unnecessary extension of public works to a point 
where direct or indirect taxes must be increased would defeat its 
own purpose by delaying the eventual return of a sound prosperity 
to the Nation. High taxes create underconsumption, thereby adding 
to unemployment rather than assisting it. 

The 1930 depression is beyond any doubt the direct heritage of 
war. Victors and vanquished alike are paying the bill. It is true 
that overproduction, overselling and overconsumption eventually 
brought about a collapse in prices, and darkened hundreds of our 
factories, throwing thousands of men out of work. But that over- 
production must have been caused by something. One must go far 
to find any person who has more than he wants. Automobiles are 
turned out at the rate of thousands an hour, but there are still 
plenty of people who would be glad to own one. 

That same condition is true of every consumable product in the 
world. It is true of food, of wearing apparel, of living quarters, 
of amusement and of education. 


Danger in Too Large Expenditures 


In many ways, the imposition of taxes to pay for the recent war 
prevents our citizens from realizing their desires for those things 
which would mean happiness to them. Government wants taxes 
paid in cash. The cash which is paid in the form of taxes reduces 
purchasing power to that extent. Normal taxes are not sufficient 
to reduce that purchasing power to an extent where industry 
becomes endangered, but just as rapidly as taxes are increased, 
buying power diminishes, and lowering buying power means more 
idle factories and more unemployment, with the necessity for addi- 
tional public or private assistance, which again may increase the 
cycle of tax boosts. It is for that reason that I cannot concede the 
advisability of increasing State expenditures beyond reasonable 
limits as a means of extending unemployment relief. The cure has 
great possibilities of becoming more dangerous than the afflic- 
tion itself. - 

To my mind, the two salient factors in returning prosperity to the 
Nation—which means the end of unemployment—will be tax reduc- 
tion through absolute efficiency and economy in operation of Gov- 
ernment, through which buying power will be increased in direct 
proportion to tax reduction; and secondly, the return of a measure 
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of prosperity to the agricultural sections of the Nation, which for 
more than 10 years have almost been absent from the buying market. 

More than four years ago, I forecast the eventual slowing up of 
business and industry, unless agriculture was placed on a more 
solid basis. I said at that time that there could be no general stable 
prosperity, until the American farmer got more for his products, 
whether that increased return was in the form of actual dollars 
or in buying power. 

New York leads the States of the Nation in the value of its manu- 
factured products, with Pennsylvania second, and Illinois third. 
With factories in our States working overtime, we were prone to 
overemphasize the value of our industries, and for too long a period, 
my friends, we forgot the ailments of our farming districts. In 
that, we made a great mistake, and until we have rectified that 
mistake, we cannot have general improved conditions, which would 
mean less unemployment. 

Out of the 41,500,000 men and women, comprising the potential 
working population of the United States, 10,953,000 are engaged in 
agriculture, according to Government figures. This vast block is 
exceeded only by the manufacturing class, which numbers 12,800,- 
000. Mining accounts for 1,000,000, trade for 4,250,000, transpor- 
tation for slightly more than 3,000,000; while the professional 
classes number but little over 2,000,000. 

Suppose tomorrow we removed from the buying market all the 
doctors, the lawyers, the dentists, the school-teachers, and the min- 
isters of the Nation. It requires no stretch of the imagination to 
picture the effect on business. Yet we removed more than 10 times 
their number from the market, or one-fourth of the Nation’s total 
producing classes, and expected the other three-fourths to carry on. 

And they did carry on for a time. Manufacturing had been 
speeded up, and new machinery helped to glut the industrial market. 
Millions of dollars were spent in advertising, and the three-fourths 
of the workers, who were still in the buying market, were induced 
by high pressure salesmanship to endeavor to consume the output 
which the other fourth had been barred from buying, due to failure 
of the farms of the Nation to show a profit. 

We know that answer now. No matter upon what scale the cities 
live, they cannot in themselves swallow up the industrial production 
of the Nation. When farm prices advance actually or relatively, so 
that the 11,000,000 men and women on the farms of the Natien 
resume their old position in the buying market, the day will be at 
hand when we will have no further worry regarding what is to be 
done with our factories and our urban labor. 


One Way to Help Farmers 


I do not attempt to say how that end is to be obtained; but I do 
know that in my own State many farmers are barely able to meet 
their taxes. They are as industrious as the farmers in your State, 
their land is as good, their equipment as efficient, their markets as 
convenient. For that reason, the conditions which I state must 
apply generally. There is one way that the States may help them, 
and it is just as important as any form of unemployment relief. 
That is by lending every effort to reduce taxes, while at the same 
time maintaining efficiency in government through institution of 
strict business methods. 

There are many who do not realize that depressions are not new 
to the United States. Let me read you an editorial which I picked 
up a few days ago with which some of you are no doubt familiar, 
having seen it in the newspapers of the country and read it with 
great interest: . 

“It is a gloomy moment in history. Not for many years—not in 
the lifetime of most men who read this—has there ever been so 
much grave and deep apprehension; never has the future seemed 
so incalculable as at this time. 

“In France, the political cauldron seethes and bubbles with uncer- 
tainty; Russia hangs, as usual, like a cloud, dark and silent upon 
the horizon of Europe; while all the energies, resources and influ- 
ences of the British Empire are sorely tried, and are yet’ to be 
more sorely tried in coping with the vast and deadly India insur- 
rection, and with the disturbed relations in China. 

“It is a solemn moment and no man can feel an indifference in 
the issue of events. 

“Of our own troubles, no man can see the end. They are, fortu- 
nately as yet, mainly commercial; and if we are to lose money, and 
by painful poverty be taught wisdom—the wisdom of honor, of 
faith, of sympathy and of charity—no man need seriously to despair. 
And yet the very haste to be rich, which is the occasion of this 
widespread calamity, has also tended to destroy the moral forces, 
with which we are to combat and resist the calamity. Good friends, 
let our conduct prove that the call comes to men who have large 
hearts, however narrowed their homes may be; who have open 
hands, however empty their purses. In times of peril, we have 
nothing but manhood, strong in its faith in God, to rely upon. And 
whoever shows himself a God-fearing man now, by helping wherever 
he can, will be blessed and beloved as a great light in the darkness.” 

That sounds like a gloomy forecast for 1932, but it isn’t. It was 
an editorial from Harper’s Weekly of 1857, and it serves us as a 
reminder that panics and booms have swept over this land at 
various times, and how’ always, after each depression, the country 
has climbed to new standards of prosperity, until it has become 
the dominant power in the world. 

In closing, let me stress the need of a spirit of mutual under- 
standing and fairness on the part of all sections of the Nation, 
and all classes, in approaching the solution of governmental and 
industrial problems. The last few years has witnessed a growth 
in bloe legislation, rather than in legislation for the general good. 
Small groups have forced through expensive projects, without due 
consideration being given to the general effect. In our present 
civilization, every class and every community is dependent upon 
the others. Business and industry are bound to be affected by 
poverty on the farm, while the farmers must feel the effect of 
unemployment in the cities. _ 

No class—agricultural, industrial, business or professional— 
Stands alone. No community, whether it be a village of a few 
hundred or a metropolis of millions, is in itself, self-sufficient. A 
recognition of this fact, and the acceptance of the principle of the 
greatest good to the whole people—which naturally must follow— 
will bring a new era of achievement in both State and Nation and 
will materially relieve the great problem that faces every State of 
the Union, unemployment. (Applause.) 


Address by Governor Winant 


CHAIRMAN BALZAR: Our next speaker, and our last speaker on this 
morning's program, is a young man, and may I say, one of the young- 
est men of this convention, and I may also say the most retiring. It 
is my pleasure at this time to introduce to you the Executive of the 
great Commonwealth of New Hampshire, the Honorable John G. 
Winant! (Applause.) 

Hon. JOHN G. WINANT: Brother Chairman, Fellow Governors, and 
Visiting Virginians: I would address the subject to which I am as- 
signed with considerable diffidence if I did not know that the control 
of local expenditures—whereas the text is set in our agenda for today, 


“Control of Municipal Expenditures”—had been already discussed at 
a previous Conference with great ability by both Governor Woodring 
and Governor Leslie, and if it was not also known to me that at the 
end of these brief remarks of mine this meeting was open for dis- 
cussion. 

I remember a great-many years ago when I attended Princeton 
University we had a dlub known as the Monday Night Club. I once 
asked Dr. Henry Van Dyke the reason for its name, and he told me 
that he knew of no reason except that we always had met on Friday 
nights. (Laughter.) 

We have in New Hampshire but 11 municipalities and most of them 
are small. Therefore, it might be well in approaching this. subject at 
all to give you some idea of the kind of community in which I live. 
We have a population of some 500,000. We have, as I have said, 11 
cities and 224 towns and 10 counties, and it is our custom in New 
Hampshire to develop and to carry forward cooperative action as 
between these arms of government and the State promptly. 

It seemed to me when I came to office recently that it might be well 
to not only measure the depression in terms of unemployment, but also 
to measure the terms of distress in curtailment of wages. It seemed 
to me that that might give us a clearer picture of, the totality of the 
problem that we had to face. ‘ 

Therefore, we set about making a survey in my State in order to 
find out what normal wages were, and after some study we came to 
the conclusion that the pay roll of that particular State was approxi- 
mately ~$200,000,000, and that that pay roll had been curtailed until 
today it approximates $100,000,000. 


Money Borrowed at Low Rates 


It became clear to us after that survey that we could not hope to 
substitute a public pay roll to take the place of all losses in private 
pay roll without seriously involving the State and its subdivisions in 
financial distress. I do not wish to convey the idea that my State is 
not solvent. We have had only three bank failures in New Hampshire 
since 1900; no town or city in a century has ever defaulted in New 
Hampshire. We borrowed money within a year, short-term money, 
for 1.8 per cent, and we sold long-term bonds within a year for 2.85 
per cent. But the reason for that credit is due to the frugality of our 
people, and we wish to come through this experience better equipped 
to meet the needs of our people. 

We decided that we might use this experience for profit to the 
people. The question which confronted us was how the State might 
be of assistance to’ the towns and the cities by decreasing the tax 
burden in order that local communities might meet the wants of the 
unemployed. Therefore, we found it expedient and possible to take 
over the maintenance of our primary and secondary road system in 
order to free local monies for the use-of welfare work. 

We also felt that the handling of the unemployment problem should 
be met by people who were trained in that field, and therefore the 
State has offered to its counties and to its cities, without charge, 
trained and expert field workers, in order to meet with city govern- 
ments and with county commissions and in order to investigate each 
and all cases that came before those different officials for rating. That 
not only prevented duplication, but it also permitted a more intelligent 
approach to the family problem and, as we engaged women welfare 
workers, it allowed women to meet the problems of the home. 

One reason that we were able to effectively cooperate was due to a 
peculiarity in our method or time of collecting taxes. New Hampshire 
used to be a rural community, and although the taxes and the fiscal 
taxes are assessed early in the fiscal year, they are not collected until 
December of the fiscal year. The reason for that was because the 
crops were not cashed in until December, and therefore people did not 
have money with which to pay taxes until December. That meant that 
we carried on government without tax money for some eight or nine 
months, and as a result we borrowed in anticipation of taxes, and 
because of the credit shortages, or rather, because of monetary short- 
ages, we had difficulty in selling town, municipal, and county notes in 
the Boston market. 

New England borrows approximately $200,000,000 in anticipation of 
taxes, and because of monetary stringencies, regardless of the credits 
of local communities, it was difficult for these local units of government 
to obtain money. Therefore, it occurred to me that we might take 
advantage of the State’s right to buy the securities of local commu- 
nities. This is permitted as a proper investment field under our State 
laws, and the State agreed to purchase local notes and bonds issued in 
anticipation of taxes, provided the communities affected were willing 
to use our social agents, and also were willing to turn over to us a 
statement of their affairs, a budget as to their expenditures, and also 
the right to permit a monthly audit. 


Agreement Made With Bankers 


The amounts demanded were larger than the cash on hand, and 1 
found that it was possible to sell these local securities in the open 
market, provided the State bid on them at some future time or agreed 
to take them up at a future time. In other words, although cash in my 
State is low in July, we have a large surplus of cash in October. So 
we agreed with a banking house that if they would take over these 
local notes at a reasonable rate, the State would agree to purchase 
them from that banking house on a particular date. That has per- 
mitted the local communities to get money at 2 per cent below normal 
eost.of money to them, and as I have said, it has also allowed us to be 
helpful in the welfare work, as well as in giving the State some reason- 
able control in working out an economy program. 

There is one phase of municipal taxation that I believe we have 
dealt with in too limited a way. In our largest city, which numbers 
only 80,000, we are dependent in great measure upon a single industry. 
The credit of that clty, the whole taxation and economy program that 
might be applied to that particular municipality, has to do with the 
private industry that afterwards operates within that particular mu- 
nicipality. In other words, the strictly public business of that commu- 
nity, as well as in other communities, throws back ultimately upon 
the general economic prosperity within that particular community. 
The wages paid by industry in a community have to do with rents 
collected, collections of taxes, and all that. If large numbers of people 
are laid off the pay roll, those people are placed upon the public pay 
rolls, or rather, the public; the local community takes over their sup- 
port. Therefore, it seems to me that we as Executives have a very real 
interest beyond the mere.collection and payments of public monies, 
and because of that, some days ago I sent a telegram to Governors 
who live in textile States, and I want to say, among the many other 
courtesies that have been extended to me and to others here, I particu- 
larly appreciated the prompt and immediate reply of approval that I 
received from the distinguished Governor of the State of Virginia. 
ye meee I read to you, because I believe it presents a point 
of view: 

“The present limited buying of goods is forcing severe competition 
that is resulting in drastic wage cuts in industries in which the wage 
levels, even prior to the present industrial distress, permitted for 
little more than the purchase of the bare necessities in family life. 
This has not only led to human suffering among employes but also 
definitely reacts on community life. 

“The law in my State requires that persons poor and unable to 
support themselves shall be relieved and maintained. The Legislature 
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has made this humane action mandatory. The bare cost to the com- 
munity to supply families with necessities that simply maintain life 
approaches earning wages in‘ this class of industry. Men and women 
working part time and even in some instances long hours are little 
better off than those applying for pauper aid. As the differential 
between what a working wage earner receives for work done and what 
an unemployed person is given from tax monies narfows so that 
employed and unemployed receive alike, the burden on society increases 
as more and more half-broken people attempt to accept doles rather 
than to earn wages. 

“To do less for the unemployed than to prevent freezing and starva- 
tion is impossible in a civilized community. The hope of rectifying 
this condition is in maintaining a wage scale which permits a living 
wage. The government encourages free competition and forbids price 
control in order to prevent the exploitation of people through fixed 
prices and under combinations in the restraint of trade. The time has 
come, however, when certain industries must so organize their business 
as to eliminate the exploitation of labor as a competitive weapon. This 
particularly applies to the textile industry. 


National Conference Suggested 


“Would you join with me and other Governors from textile States 
in requesting the Department of Commerce to call a national confer- 
ence at Washington, inviting the textile industry to discuss this vital 
problem? I would very much appreciate your consideration of this 
matter and the courtesy of a reply.” 

May I suggest that the warfare of the jungle does not Welong in 
modern industry. It should be no part of our present civilization. If 
we can get within industries agreements to carry on, recognizing the 
life that is at stake in order to support people, I believe we will have 
done a colossal service. It has been possible for the New England 
Governors to get together those interested in the milk industry in New 
England, and we hope before many Springs that industry will have so 
organized itself that the producer and distributor receive an adequate 
return, and that consumers purchase at a reasonable price. 

Whether we consider life in urban or in rural communities, our 
desire is to add to the grace and dignity of man. 

No one could hold public office at this time without a deepening sense 
of obligation to the public at large or some realization of the inade- 
quacy and limitations of our own abilities and the authorities vested 
in public servants by a sovereign people to meet the social and economic 
needs that confront the Nation in the present crisis. It is not neces- 
sary to reject the assumption that self-interest is one of the primary 
motivating forces in our social order to recognize that a selfish individ- 
ualism has been allowed to override the collective interest of the people 
and that it is still a destructive force in the effort to rehabilitate the 
normal life of the Nation. To curb this and still retain the vigor and 
vitality essential to economic progress calls for knowledge translated 
into power which are the essential elements of statesmanship. In 
building a great scheol, we have learned that the student must occupy 
the center of our thought; in maintaining a successful hospital, the 
patient must. be the object of our concern. It seems that in building 


a great State we had forgotten that human life must be the central 
ideal of government. 

, We come here to this shrine of memory to be reminded once again 
that “life, liberty and the pursuit of happiness” is the promise of 
American life. The frontier is forever closed but the right to stand 
on our own feet, to work with our own hands, and speak our own 
minds, is still an essential of democracy. 

There came from the Supreme Court of the United States, but a 
short time ago, a dissenting opinion that has alreaedy received the 
attention of thoughtful people throughout this country. Years before, 
the same hand that penned that opinion formulated a brief charter of 
security that laid a corner stone for industrial democracy. It is a 
statement of the rights of regular employment. 

“For every employe who is ‘steady in his work’ there shall be steady 
work. The right to regularity in employment is coequal with the right 
to regularity in the payment of interest on bonds, in the delivery to 
customers of the high quality of product contracted for. No business 
is successfully conducted which does not perform fully the obligations 
incident to each of these rights. Each of these obligations is a fixed 
charge. No diwdend shall be paid unless each of these fixed charges 
has been met. The reserve to insure regularity of employment is as 
imperative as the reserve for depreciation; and it is equally a part of 
the fixed charges to make the annual contribution to that reserve. No 
business is socially solvent which cannot do so.” 


Announcement of President’s Visit 


It was the son of a gentlewoman of the South who, after having 
served as President of the United States, told us what the mature 
years of national existence are bringing home to us today: “If on 
this new continent we merely build another! country of great but 
unjustly divided material prosperity, we shall have done nothing and 
we shall do as little if we merely set the greed of envy against the 
~— of | sarrogance and thereby destroy the material well-being of 
all of us.’ 

I am but paraphrasing a sentence of a great statesman when I 
remind you that the artificer may be encumbered by his tools and 
that resources may be among impediments, if wealth is not the obedient 
service of virtuous need and public honor. “If we command: our 
wealth, we shall be rich and free; if our wealth commands us, we are 
poor indeed.” (Applause. ) 

CHAIRMAN BALZAR: Members of the convention, that concludes our 
formal program for the morning, but I have just been informed that 
our President will be here this afternoon, arriving at 1:55 o’clock, and 
shortly thereafter will speak in this hall; and it has been suggested we 
do now recess this meeting until 1:45 p. m. so that we will be seated 
and in order when the President starts his address. 

_ Before closing, is there anyone who has any announcement to make? 

I have been advised that all the seats within the enclosure are 
reserved for the Governors, their parties, and those in charge of the 
President’s party and the guests of the President. 

Now, exercising my high prerogative, I declare this meeting recessed 
until 1:45 p. m. 

The meeting adjourned at 12:30 o’clock. 


Wednesday Afternoon Session, April 27, 1932 


The meeting convened at 2:10 o’clock, Hon. William G. Conley, 
Governor of West Virginia, presiding. 

CHAIRMAN CONLEY: Mr. President, Governors, Ladies and Gentle- 
men: At the invitation of the Executive Committee of the Confer- 
ence of Governors, the Chief Executive of the United States honors 
us today with his presenee. He comes here to take part in this 
Conference to give us information direct on some of the national 
administrative problems that are pressing for solution, problems in 
which we are all intensely interested. He comes to talk to us in light 
of broad experience, of knowledge gained through contact and in 
conference with students of political affairs, and public affairs 
in every State of the Union, of which he has been for long years a 
public administrator. During his public career he has been equal 
to every occasion and has proven himself great in every emergency. 
(Applause.) 

We who have been dealing with problems similar to those he will 
discuss here today, which in some phases have been discussed by 
Governors in this Conference, will, I am sure, hear him under- 
standingly and sympathetically. We welcome him and thank him 
for the honor he does us. 

Ladies and gentlemen, I present to you Honorable Herbert Hoover, 
President of the United States. 


Address by President Hoover 


Hon. HERBERT HooveR: Your Excellencies, the Governors, and 
your Guests: 

I am glad to accept your invitation to meet with the Chief Execu- 
tives of the States. We are alike facing great emergency problems 
of government. We are confronted with maintaining the financial 
integrity of the Government, State, Federal, county and municipal. 
We, all of us, are struggling to reduce the cost of government. We 
are struggling to avoid national, State and municipal borrowings. 
Our tax revenues have all greatly diminished. We must find new 
tax revenues to supplement those sources which have been dried 
up by the depression, so far as our deficits cannot be made up by 
drastic reductions in expenditures. We must resolutely balance 
our budgets. 

The economic safety of the Republic depends upon the joint 
financial stability of all our governments. That stability of the 
Nation is to be attained not alone by the financial stability of 
the Federal Government. It lies equally in the financial integrity 
of every State, county and municipal government. As executives 
we are charged under our constitutions with the duty to recommend 
methods and measures to our Legislatures to these ends. I know 
of no more difficult task. Yet the foundations of recovery of busi- 


ness, of employment, and of agriculture depend upon the success of 


our efforts and the efforts of our legislators. 


You are meeting here to consider many phases of these questions. 
It is to urge the national aspect of our continued State and local 
financial problems as well as our Federal issues and to discuss 
some measures of cooperation that I have accepted your invitation 
to address you today. 

A few figures will assist us in considering the cost of govern- 
ment and the extent to which it has increased in the last 20 years, 
although all such figures are but approximations and have many 
different bases of calculation. For purposes of illustration I have 
taken the year 1913 as the last year to reflect prewar conditions, 
the year 1924 as far enough removed from the actual war years 
to fairly indicate the trend, and 1930 as the last year for which 
figures are available. 

Expenditures including debt retirement from surplus were 
approximately as follows: 


\ 


1913 1924 1930 
Federal ....... $700,000,000 ‘$4,100,000,000 $4,200,000,000 
State ......... 400,000,000 1,400,000,000 2,300,000,000 
Local .....+... 1,800,000,000 5,400,000,000 7,500,000,000 


Total .......$2,900,000,000 $10,900,000,000 $13,200,000,000 
Our outstanding debt was approximately: 


1913 1924 1930 
Federal .......$1,000,000,000 $21,300,000,000 $16,200,000,000 
State ......... 300,000,000 1,100,000,000 1,800,000,000 
Local ......... 3,500,000,000 8,000,000,000  12,600,000,000 


Total .......$4,800,000,000 $30,400,000,000 $30,600,000,000 


The causes which have led to this extraordinary increase in 
expenditures and debts are familiar. They include the burden 
on the Federal Government imposed by the war. This accounts for 
nearly $2,000,000,000 of annual expenditures and for most of the 
increase in the debt. You will observe that outside of the war 
influence our greatest increase in costs of government lie in local 
and municipal agencies. 


In all our governments, however, Federal, State and local, 
enlargement of expenditure and of debts has been caused in part 
by the increase in population, the rise in commodity prices and 
wages; by the improvement and new building of roads, streets, 
waterways and airways, imposed on us through the development 
of the internal combustion engine; and by the growing sense of 
social obligation to improve education and to enlarge activities 
in behalf of welfare and relief. In addition, I regret to say, increase 
of Government expenditure and of debt has been caused by sec- 
tional and group demands and by a large expansion of national, 
State and local ventures into business—most of which we perform in 
a most costly manner. Just as the methods and practices in private 
business and living have had to be overhauled in this emergency, 
so also must we overhaul the methods and practices of government. 
It is those tasks which you and I have been engaged upon. 


Governmental Branches Too Costly 


Today we are clearly absorbing too great a portion of the national 
income for the conduct of our various branches of Government. 
Using the most reliable figures available, it appears that before 
the war the total cost of our national, State and local governments 
represented only about 8 per cent of our national income. In boom 
times, when we might hope that the national income would increase 
more rapidly than the cost of government, nevertheless the cost 
of government actually increased to such an extent that it repre- 
sented approximately 15 per cent of the national income, of which 
less than 3 per cent was directly due to the war. Today, with the 
falling off of business, the aggregate expenditures of national, 
State and local governments probably represent more than 20 per 
cent of the national income. 


Before the war theoretically every man worked 25 days a year 
for the national, State and local governments combined. In 1924 
he worked 46 days a year. Today he works for the support of all 
forms of government 61 days out of a year. Continued progress 
on this road is the way to national impoverishment. 


Some of the expenditures in government can be reduced by post- 
ponement of less urgent matters, some by permanent. elimination 
or curtailment of functions and activities which have been created 
over the last 50 years in response to the desire for expanded service 
by the community. These expanded services are some obsolete but 
many of them meritorious. But every executive is confronted by 
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the fact that they are established by law and can only be reduced 
by authority of new legislation. 

There has been/also the growth of useless duplication and waste. 
Many of you have already pointed out and are today struggling to 
reduce the multiplicity of local governments. Many of these admin- 
istrative units have been rendered obsolete by improved communi- 
cations and transportation. In the Federal Government we have 
likewise a large number of functions which should be grouped 
and consolidated. 

In an emergency these weaknesses become more apparent, and 
public attention to government and taxes offers opportunity for 
their revision, which we have all along advocated. We cannot 
restore economic stability in the Nation by continuing to siphon so 
large a part of private effort into the coffers of the Government. 
Its abstraction from the people stifles the productivity, the con- 
sumption, and the recovery of employment. Nor can we hide-our 
heads in the sand by borrowing to cover current Government 
expenses, for thus we drain the capital of the country into public 
securities and draft it away from industry and commerce. Thus a 
dominant national necessity is to reduce the expenditures of all 
our governments. This is not only the need, it is the universal 
demand, and it is the demand to which you are all responding in 
your States today. 


Difficulties That Are Faced 


I know that every dollar of decrease in expense, every plan of 
consolidation in governmental activities, touches some sensitive 
spot where it causes pain and resentment. While the people as a 
whole demand and applaud these endeavors toward economy, in 
the large the complaints and threats of sections and groups greatly 
impede the concrete efforts of all executives and legislators. As a 
result one of the difficulties that all executives face is the tendency 
to secure reduction of expenditures at the cost of those services 
necessary to protection of life, property, defense, and other vital 
functions rather than to reduce those items which excite the polit- 
ical interest of special groups. 


Another of our difficulties is to arrange our reductions of expendi- 
ture so as not to work undue hardship upon a vast group of public 
employes and to be careful that, while we strive on one hand to 
assist the unemployed by public works, we do not add to the pool 
of unemployed through dismissal of large numbers equally deserv- 
ing public servants. I am in hopes that in the Federal Government 
we can compass the need of reduced expenditure and at the same 
time, by introduction of shorter working time, for each employe, can 
give all of them a living, can maintain to them the assurance of 
recovery of the standards of American life and can avoid the 
inhumanity of thrusting them upon the local communities for 
support against destitution. 


The other side of our problem is taxation. It confronts all of us 
in four phases. First, the need for ultimate reduction in the tax 
burden. Second, the need, in the existing emergency, for new forms 
of taxation to replace those sources of revenue which have failed us 
under present conditions in so far as we cannot possibly offset the 
whole loss of public income by reduced expenditures. Third, the 
great problem of duplication in the tax field between Federal, State 
and local governments. Fourth, reorganization of the tax basis so 
as to secure a more just distribution of the tax burden as between 
the various groups of taxpayers. 

Our problem in tax reduction would be a simple equivalent. of 
our savings in expenditures if it were not for the drastic decline 
in tax receipts—Federal, State and municipal—at a pace.far greater 
than we can hope to reduce our expenditures. This. decrease has 
been of serious dimensions because tax sources, particularly for 
the Federal Government, and to a lesser extent State and municipal 
governments, are dependent upon business activity, upon profits 
and income. The revenues of the Federal Government have dimin- 
ished over 50 per cent, and this mainly in one group—the income 
taxes. And in result the contract obligations alone ‘of the Federal 
Government exceed our tax income. As a result of the decreased 
income all of our governments, national, State and: municipal, are 
frantically searching for new sources of taxation. In this. process 
we are too often duplicating taxes upon the same-sources. No 
matter how we disguise it with names such as “excise,” “luxury,” 
or “sales,” the result is the same, the national, State and municipal 
governments are competing with each other for revenue from busi- 
ness activities. We are all seeking further revenue from income 
and estate taxes. While the National Government imposes no direct 
taxes on real property, the State and local governments are all 
pressing upon each other in taxing it. This same real estate indi- 
rectly bears in part the taxation which the Federal Government 
lays on profit and income. It all reflects in the rent. All these 
cross purposes contribute to economic duress. The many provisions 
of multiple taxation may vary so much that a taxpayer coming 
under several jurisdictions may find himself paying an wholly unrea- 
sonable amount for the support of government. The tax levies of 
the various taxing authorities all constitute a burden on the national 
income, and, in times of depression, when the relative weight of 
that burden is increased, lack of coordination in the system becomes 
a matter of prime importance. 


Readjustment of Burdens Urged 


One of the taxes which is responsible for a disproportionate part 
of the hardship of our present tax system is the general property 
tax. While the National Government imposes no such tax, the State 
and local governments rely heavily on it for revenue. The taxes 
upon. real property are the easiest to enforce, and are the least 
flexible of all taxes. The tendency under the pressure of need to 
continue these taxes unchanged in times of depression, despite the 
decrease in the owner’s income, places undue drag upon that seg- 
ment of the community in which real estate is the chief property 
item. Decreasing prices and decreasing income result in an increas- 
ing burden upon property owners both in rural and urban com- 
munities, which is now becoming almost unbearable. The tax 
burden upon real estate is wholly out of proportion to that upon 
other forms of property and income. There is no farm relief more 
needed today than tax relief for I believe it can be demonstrated 
that the tax burden upon the farmer today exceeds the burden 
upon other groups. 

With view to making a suggestion that may be timely to this 
subject—that is, the conflict between methods of taxation in differ- 
ent segments of government and consideration of the whole question 
of distribution of the burden of taxation, it seems to me urgent 
that we should, all of us, through our financial officers, give renewed 
examination to this subject in the light of conditions today and by 
exchanges: between them reconsider the possibilities of the whole 
problem of. better coordination, greater simplicity, and, above all, 
better adjustment of the burdens among our people. This is not a 
problem that can be accomplished in a month nor in six months. 
The time has arrived when we must have the consideration of .a 
better distribution of the burden as between the segments of our 
government. 


Gentlemen, the purpose of my address is to express a desire for 


greater cooperation and coordination of our mutual problems. Just 
as you are meeting here today to develop helpful action out of 
common experience, I take the liberty of suggesting to you that 
similar conferences and examination of problems by the executives 
of your local governments in each State would be productive of 
useful results. It would help toward a realization that local expen- 
ditures and taxes are a part of a great national problem in stability 
as well as one of local concern. It would contribute to their res- 
olution to bring about constructive economy and cooperation. 


We, as executives, all agree upon the absolute necessity in the 
interest of the Nation as a whole of reduced expenditures, of better 
distributed taxation, of balanced budgets. Our town councils, our 
county commissions, our State Legislatures, and the Congress agree 
upon these fundamentals. That is the sure highway toward national 
recovery. But to accomplish these things we must haye the intelli- 
gent support of the people themselves, that selfish vested interest 
and vested habit do not, by their organized sectional and group 
oppositions or individual action to defeat these high purposes. 


Especially do I take this occasion to pay tribute to the courage 
shown by our public officials, both executive and legislative, in these 
problems. Their task is no light responsibility. This duty offers 
no rosy path to popularity. Rather, it is one to invite the anger 
of executive officers and the legislators throughout the Nation, and 
with the utmost good-will, it is bound to cause individual hardship 
and to grieve the friends of many worthy causes. Nevertheless, 
the duty is inexorable, and its discharge rests inescapably upon 
all public officers. Its final results will redound to the general 
public benefit. Therefore, I say to the public: Be patient, be help- 
ful, recognize the complexity and the difficulty of the problem before 
these servants of your combined public interest. Support them 
in their task, for upon its successful conclusion depends a most 
momentous contribution to our united security, our hope of an 
early return to stability, and the common welfare of every man, 
woman and child in-our Nation. (Applause.) 

CHAIRMAN CONLEY: Ladies and gentlemen, we have an address 
here for you which I am sure will be interesting. 


We have with us this afternoon the Governor from the State of 
Connecticut, and I understand, as the Governor from Nevada said this 
morning, that Connecticut has not been a part at any time of the 
great Commonwealth of Virginia. It claims a glory all its own. 


I take pleasure in presenting to you Honorable Wilbur L. Cross, 
who will speak to you on the ‘‘Reduction of Public Expenditures in 
Connecticut with the Reduction of Taxes.” Governor Cross! (Ap- 
plause. ) 


Address by Governor Cross 


Hon. WiLBuR L. Cross: Mr. Chairman, Fellow Governors, Ladies 
and Gentlemen: I do not understand why this punishment should have 
been meted out to me. I announced a subject for this Conference, and 
I find that nearly every one of the Governors who Mas spoken here has 
taken my subject, and even the President of the United States. I 
observe that I have got to depend only upon my own voice, whereas 
all the other Governors have talked into a machine. I observe, too, 
that all the jokes have already been repeated and the audience has 
disappeared, except a few of you and a part of the gallery. Under the 
circumstances, it will-be necessary for me to be very brief. I do not 
know that I can make myself heard in this hall. 


When I became Governor of Connecticut in January, 1931, I had to 
quit writing about fiction, ancient and modern, and give my attention 
to the economic structure of government. It was an easy transition, 
for the economic theories then, as well as now, prevailing. among our 
statesmen or politicians, by whichever name you may call them, were 
based upon economic fallacies long since exploded. I found myself 
once more in another land of fiction, equally imaginary, where, it was 
claimed, former economic laws and principles no longer held. 


I might illustrate perhaps by one or two things that have been said 
here during this Conference. We have had the attempt to fix prices. 
Attempts have been made to fix prices for thousands of years, and so 
far as I know they have always failed. The church in the Middle 
Ages attempted it and failed. Coming down to modern times, the 
Greeks have attempted it, and they have failed. The Japanese have 
attempted it, and they have failed. Brazil attempted to fix the price 
of currency, and has been reduced nearly to the point of bankruptcy. 

Mussolini to some extent has been able to fix prices. It has some- 
times been done to a certain extent. It has been attempted by the 
Soviet government, and is being attempted today. The Soviet govern- 
ment has only measurably succeeded. You cannot fix the price of any 
article in a democratic government unless the government.is ready to 
take the entire product, whatever it may be. And how signally we 
are failing here in the United States. In the end the farmers will 
suffer. The Government cannot take all the wheat nor all the cotton, 
and by this time the Government is already coming into competition 
with the farmer. 

Now, what is the trouble with the farmer? In a period of deflation 
like this, the price structure always gets awry. The price of the farm 
products was the first to sink, because the farm products are either 
not protected by a tariff or it is impossible to protect them by a tariff; 
whereas the price of manufactured goods, although in many instances 
they have fallen, they have not fallen to the extent of the price of 
farm products. There is where the trouble is. If we are going to all 
go down together to another plane, it wouldn’t make much difference, 
but while we are on different planes of prices, then the trouble begins 
and continues. The result is that all manufacturers have lost to a 
large extent the market of the farmers. ._There is where one of the 
greatest difficulties enters in the present situation. 

Then, in connection with this, there is one other thing. When I was 
a boy, labor was the most important expense in the cost of farm prod- 
ucts.’ It is now machinery; but the machinery that is used on the 
farms today is not essentially as new as it was in 1929. The farmer 
is repairing his old machinery and getting along as best he can, and 
he hasn’t any money to buy the products of manufactufers in general. 

Something has been said about our banking system here today. It 
is a disgrace to the United States of America that we should have had 
the bank failures that we have had during the last 10 or 15 years, and 
particularly during the last three or four. Canada has gone through 
this depression without a single bank failure... What is the matter 
with us? It isn’t a question between National and State banking; it is 
simply a question of sound banking, whether State or National. 


Study of State Government Asked 


Now, as these subjects have been discussed much, I have thrown 
them in, and I will go on now with what I wrote: 

Being rather old fashioned,. I urged the General Assembly of Con- 
necticut to restudy the organization of the government of the State 
and its subdivisions with a view to a reduction in the cost of governing 
the people of Connecticut and the consequent reduction of the taxes 
levied against them. My recommendations were not’ received with 
favor. There was then a surplus of several million dollars in the 
Treasury, and so there was no reason for change anywhere in a tax 
structure which had worked like magic during a. decade of extraordi- 
nary inflation. A year and more have passed; the surplus has fast 
dwindled with the diminution of income and the increase of expendi- 
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i _ the point where rigid economy is required to balance the 
udget. 

That is the situation, When talking about profits three or four 
years ago I did say that the great question was the reduction in the 
cost of government, and then the reduction in taxation as a conse- 
quence, but I was up against another political party. 

A man from Missouri was in my office the other day—this is a story, 
I think, that hasn’t been told here—and he said: “Cross, we think of 
you as a celluloid wrapper being chased through hell by ‘a pack of 
asbestos hounds.” (Laughter.) 

Something has been said about the need that Governors have for 
economists to advise them. A Governor does need an economist as 
much as he needs a lawyer; and when I have had the privilege of 
consulting with economists I generally say to them: “These are my 
views. How far am I right or how far am I wrong?” , 

We shall probably just pull through. Connecticut, I dare say, is 
much better off than many other States in the Union. 

Before coming down here for this Conference, I asked my distin- 
guished colleague at Yale, Prof. Fairchild, to submit to me certain 
memoranda on the increase in the cost of government, which he did. 
We both belong to the same school of economists, so far as I am an 
economist. I call the school the common-sense school. I asked him 
about the general crisis in public finance and how we got into it and 
how perhaps we may get out. 


Record of Increasing Taxation 


I recall the hue and cry over Tom Reed’s billion dollar Congress 
back in the eighties, when the appropriations of the Federal Govern- 
ment amounted to that sum for a biennial period; that is, a half billion 
dollars for each of the two years. How insignificant a half billion 
dollars seems now—until this year! I was told the definition of a rich 
man now. They say that a man in 1932 is rich if he has available 
$5,000: Still, a half billion dollars has seemed insignificant to us. 

During the fiscal year which closed on June 30, 1931, Federal 
expenditures reached the enormous total of $4,220,000,000, an increase 
of $225,000,000 over the expenditures of the year before. The receipts 
of the year 1931 were $3,317,,000,000, certainly no trifling - amount, 
yet less than the receipts of the previous year by $861,000,000, and 
less than this year’s expenditures by $903,000,000. Whereas in 1930, 
the United States had a surplus revenue of $184,000,000, the year 1931 
witnessed a deficit of nearly $1,000,000,000. It is estimated that the 
deficit for the current fiscal year, ending on June 30, 1932, will be 
$2,000,000,000. 

The situation on a smaller scale is similar in the finances of the 
States and their subdivisions. There, likewise, revenues have declined 
while expenditures have increased. Deficits are clamoring for settle- 
ment. Public debts have been increased. Legislatures are both 
increasing existing taxes and searching for new sources of revenue. 
Governors and the President are demanding budget slashes, while 
facing new requirements for unemployment relief. 

A lItke situation is facing counties, cities and towns.. A shrinking 
tax base, shrinking revenues, and increased expenditures are con- 
fronting nearly all local governments. Many are in default on the 
interest on their bonds. Some have had to suspend the regular func- 
tions of government, dismissing policemen and disbanding fire depart- 
ments. School-teachers in some places are teaching without pay. 
Many a county and city is today virtually bankrupt. Not a few have 
gone over the precipice. 

Naturally taxpayers are growing restless. They find their incomes 
reduced and their property shrunken in value., Exactions of govern- 
ment, which in prosperous times, though disturbing enough, were still 
endurable, are now becoming intolerable. Protests, individual and 
organized, are becoming louder. Renewed activity is evident en the 
part of particular interests to secure tax relief for their own groups; 
such as farmers, real estate owners, and bankers. In many instances 
the taxpayers have reached the point of revolt and are trying to shift 
the burden upon one another, or upon somebody else. Witness taxes 
long unpaid, delinquent lands, suits to test the validity of assessments 
and levies, even the new phenomenon of the “taxpayers’ strike.” 

This is the picture. 

How has it all come about? In the year 1890, the total tax bill of 
the American people, for Federal, State and local governments was 
$875,000,000. Of this amount the Federal Government exacted some- 
what over two-fifths, the States altogether took about one-tenth, while 
the counties, cities, towns and various other local bodies accounted 
for not quite half. In a period of 39 years, from 1890 to 1929, the 
taxes collected by the Federal Government increased from $374,000,000 
to $3,328,000,000. In the same period the States have increased their 
exactions from $96,000,000 to $1,631,000,000. Local taxes grew from 
$408,000,000 to $4,833,000,000. Making allowance for the changing 
value of the monetary unit, the Federal taxes increased to more than 
five times their former amount; the States are collecting for 1929 
almost exactly 10 times what they demanded in 1890; while the local 
governments are content with seven times what formerly sufficed 
them. The total tax bill—combining all grades—has increased since 
1890 by 551 per cent. 

This is obviously a stupendous increase in the exactions of govern- 
ment within a little more than a generation. Before drawing conclu- 
sions, however, one must, of course, take notice of the growth in 
population and wealth during the same period. As to the first, the 
per capita tax burden which, measured in 1913 dollars, was $17.26 in 
the year 1890, had grown to $58.26 in 1929. In other words the 
Nation’s tax bill has been grgwing more than three times as fast as 
the population. And, finally, we note that, while taxation in 1890 took 
7.2 per cent of the people’s incomes, the share in 1929 was 11.6 per 
cent. In relation to the incomes of the people, taxation is taking 
more than half as much again as it did in 1890. The average man 
today, it is estimated, is working something more than a month and 
a third out of each year in order to pay for the privilege of being 
gorenaee. The joys of being governed are everywhere being mitigated 
»y the cost. 


Relation of Taxation to Depression 


This is the statistical record of increasing taxation. The relation 
£ taxation to the depression phase of the business cycle is a niatter 
of large significance. It has been claimed that the period of economic 
depression is the time for government to spend with lavish hand. At 
a time when all incomes are diminished, when individual expenses 
must be cut down, should the Government fall in line and do as the 
people must do? “By no means,” answer the economists of the new 
era, though I see that they are beginning to change their minds. The 
very fact of curtailed private spending makes imperative, it is said, 
the increase of@public expenditure. Thus will money be put into 
circulation, the decline of purchasing power of the people counteracted, 
the demand for goods maintained, lagging production stimulated, 
unemployment remedied, industry galvanized into life, and prosperity 
quickly restored. Public expenditure is the thing. Public money is 
not now, as normally, to be spent in order that government functions 
may be performed; rather government functions must be performed 
in order that public money may be expended. 

Some two or three years before the crisis of 1929, there had appeared 
upon the horizon this new theory of economic prosperity, dressed in 
popular style and backed by skillful publicity. We were told that the 
old-fashioned virtues of thrift and saving were frauds, being in truth 


the arch enemies of prosperity, whereas spending was extolled as the 
one sure means to economic well-being and, recommended as the patri- 
otic duty of all Without doubt the widespread acceptance of this 
comfortable doctrine prepared the way for the lively speculative dance 
which preceded the crisis of 1929, and it gave authority to the theory 
that the road back to prosperity was to be paved with spending by 
governments when-private spending faltered. It was all like the Duke 
of Brunswick’s ball on the night before the battle of Waterloo. 

Has prosperity been promoted? There is no evidence of such result 
in the economic history of the last three years. The evidence seems 
to be all the other way. Does anyone believe that the heavy tax bur- 
dens of the moment, together with the prospect of still heavier taxes 
in the immediate future, are calculated to encourage fresh buying by 
the consuming public or renewed activity by the producer? The spec- 
tacle of government in financial straits is not one to inspire courage 
and confidence in the world of business. In the realm of State and 
local finance, it is equally difficult to find evidence that the regime of 
lavish expenditure has been potent to counteract depression and hasten 
the restoration of good times. On the contrary, I see business men, 
groping to find a way back to normal production, meeting fresh dis- 
couragement in the crushing burden of present taxation and the 
ominous threat of still '--vier taxes to come, State as well as National. 
It is estimated that the World War blew out of existence $185,000,- 
000,000 of capital. I have nothing whatever to do with that restora- 
tion. That immense loss cannot be restored by taxation or by the 
inflation of credit or the inflation of the currenecy or by the issue of 
bonds. It can be replaced only by the savings of people engaged in 
productive industry. 


Lavish Expenditure Called Unsound 


The doctrine of lavish government expenditure as a promoter of 
economic prosperity is unsound in theory, and its fallacy has been 
demonstrated by the experience in the last three years. In the pros- 
perity phase of the business cycle, it should be the care of government, 
as of the wise individual, to exercise caution and refuse to be swept 
along too fast on the wave of speculative optimism. In the period of 
depression, government should adjust itself to bad times just as the 
people must do and, by economy and careful control of expenditures, 
seek to live as nearly as possible within its income. Borrowing should 
be on short-term loans, that they may be paid off as soon as the period 
of the depression closes. 

The best service the government can render the business community 
in time of depression is: First, to perform well and efficiently its own 
peculiar functions; second, to keep within the narrowest possible limits 
its tax exactions upon a public with impaired ability to pay; and, 
third, to maintain unimpaired its own financial stability and credit, 
as a rock to which the business world may look and take heart. By 
such means, government may truly do its part to minimize the blight- 
ing consequences of depression and hasten the start on the upward 
road to economic prosperity. 

It should be remembered that reduction in the cost of government 
does not all have to come out of curtailed public functions. We all 
know that government need not cost as much as it does. In New 
England and elsewhere there exists a network of counties, cities, 
towns, boroughs, school districts, road districts, lighting districts, 
assessment districts, which is productive of confusion, dissipated 
responsibility, inefficiency, waste and extravagance. By simplifying 
the mechanism, we could have all our present government services and 
still reduce the tax burden, had we the courage and the will to attack 
effectively the problems of political organization, budget making, and 
control of public spending without reference to the imaginary interests 
of any political party. 

I hope that I have made clear what my understanding is, what 
my views are in regard to taxation and public expenditure, as 
giving confidence and perhaps helping us on the start towards 
prosperity. While there is something more than that—I wish that 
I had time to try to develop some ideas there—but in order to get 
on the road upward it is necessary to start something. 

The road to prosperity is a straight and narrow way, not a 
primrose path such as we have been traveling, but a straight and 
narrow road, across which lie many obstacles. At the present 
time we are confronted with national prohibition. It is an obstacle 
that must be removed because of its disastrous effects, both eco- 
nomic and psychological. Everywhere I go I find the National 
Prohibition Act evaded, in the South, the East, the Middle West, 
and on the Pacific slope. Everywhere it is regarded as an inter- 
ference with personal liberty, for which the fathers of Virginia 
and the Republic stand. 


Effect of Abolishing Prohibition 


I am thinking now of the psychological effect of getting rid of 
national prohibition, the effect that it will have upon the minds 
of men, and then there is the economical side. Bootlegging, 1 
understand, is one of the most paying industries, the largest and 
most paying that we have now, though it is an illicit industry. The 
United States Government is receiving nothing of what it naturally 
would from an excise tax.* It is all going to the underworld, con- 
netted with which is crime; and to that underworld we semetimes 
have to appeal for protection, not to the court. 

There are psychological influences and economic results that 
would come froma repeal of the Volstead Act and the Eighteenth 
Amendment; and there are other things. This legislation which is 
being passed by Congress is sort of an oxygen treatment to help 
the patient through a crisis. It is very expensive and very neces- 
sary, but it does not touch the fundamental basis, the economic basis. 

The tariff of 1922 was bad enough, but it was accepted by Europe 
so long as we loaned Europe money or credit with which to buy 
our goods at our own prices. But the tariff of 1929 was regarded 
by the nations with whom we associated in arms during the great 
war as a declaration of economic war, and that economic war 
is upon us, 

High protective, almost prohibitive, tariffs have been set up by 
these nations who are our friends, and in some instances almost 
embargoes. France, Germany, Spain, Italy and Canada are on one 
side and the United States on the other. Embargoes have also been 
tried and the nations have gotten sick of them. They have failed 
like the attempts to fix prices. 

We see some of the things that are happening here. Exports as 
well.as imports are declining and national trade is waning. Our 
manufacturers are establishing branches in Canada and in other 
countries in order to get around the tariffs that have been set up 
against them, thus, of course, accentuating the unemployment sit- 
uation here in this country. We. have adopted a policy, a tariff 
policy, which if continued will be disastrous not only to us but 
also to the other countries who are engaged in this tariff warfare. 
and it will mean for us long years of a mass of unemployed of 
whom we must take care. 

When I was a boy we used to talk about protection in free trade. 
That is no longer an immediate question. It is a question for an ad- 
justment of our tariff to the tariffs of: other countries, and how can it 
be brought about. I have no doubt that it will come by means of 
special trade relations between this and that country, and it may be a 
long period before the leading nations of the earth will get back to a 
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sensible tariff. But in the meantime-we have got to get together and 
restore to some extent our international trade. 

I am speaking here in the State that produced Washington. The 
British attempted-to Set up barriers against our trade in the West 
Indies. Washington, uniting with Jefferson and Hamilton, protested 
against this to the British government, claiming that, and‘ rightly, 
if the Colonies of Great Britain would not take our goods we would 
be unable to settle our bills. Of course, you can see how little we 
have learned from Washington, Jefferson and Hamilton. 

Although we may differ politically in many respects, I believe we 
all agree that there must be international trade if the country is 
to prosper. We must have a place where we can send our surplus 
goods and our farm products, our wheat and our cotton and what 
comes from our mills. There will never be a return to prosperity. 
full prosperity, until the underlying economic conditions have 
vastly changed from what they are today; and whether that time 
is to be next year or the year after or five years hence, nobody knows. 
It depends upon the policy of our National Government. (Applause.) 

CHAIRMAN CONLEY: The next subject to consider on the program 
is a round table discussion of Conference subjects. We will now 
hear from any Governor who wishes to discuss a subject. 


Remarks by Governor Ritchie 


Governor Ritchie! (Applause.) 

Hon. ALBERT C. RITCHIE: Mr. Chairman, Your Excellencies, My 
Fellow Governors: I only want to inject myself in the proceedings 
for a very few brief moments. 

I think that we ali felt honored that the President of the United 
States should have visited us at our Conferehce this afternoon. It 
seems to me an eminently fitting and appropriate thing for the 
Chief Executive of our Nation to do, particularly in view of the 
fact that it was, I believe, President Roosevelt who inaugurated 
these Conferences. 

And I think that we are all appreciative of the “counsel of coop- 
eration” which President Hoover gave us. As I understand it, his 
“counsel of cooperation” divides itself into two parts: First, that 
the States as well as the Federal Government cut out expenses and 
retrench in order that their financial integrity might be maintained; 
secondly, that a study should be begun for the coordination of 
different kinds of taxes, with a view to their readjustment -or 
rearrangement, so that the tax burden would be more equitably 
distributed. : 

The President spoke rather as if all of the States should be classi- 
fied together in perhaps their lack of regard or attention to those 
very vital and important subjects. I cannot speak; of course, for 
the other States—perhaps some of you may desire to do so on this 
point—but I would like the privilege just for a moment of leaving 
my State of Maryland out of that classification. 

In the first place, the State reorganization that is one of the 
plans which the President has for the Nation: Our State organiza- 
tion, like the reorganizations of many ef your States, was completed 
a good many years ago, and it is a matter of administrative routine 

-now. Then, we have a budget system which sets a responsibility 
on the Governor of the State, not only to submit a budget but to 
submit a budget which balances. 

When our present budget was prepared, in January, 1931, I looked 
ahead—as I take it you gentlemen were looking ahead if your 
budgets were prepared at the same time—to what was inevitable, 
what was inevitably coming, and we not only cut down our expenses 
of the State government to the lowest possible scale, but instead 
of counting on any increased revenues from taxation, as I had 
always been safe in doing in the past, I didn’t count on any increased 
revenues from taxation at all, and wrote off a great many millions 
of dollars from the assessable basis of our stocks and bonds. The 
result was that when the current fiscal year began the first of last 
October, we had a balanced budget, and we had in our State treasury 
one-tenth of the budgetary requirements of the approaching year. 
After those expenditures, or about $38,000,000, we had an actual 
surplus in the treasury of $3,600,000. We had kept the budget bal- 
anced at the same tax rate which we have had for the last two 
or three years. 

Our tax rate began, when I began as Governor in 1920, with 36%4 
cents per $100 of valuation, and has been gradually reduced to 25 
cents a $100; and that is the tax this year and next year, for 
our budget runs over a period of two years. 

Our State bonds sold in February on a basis of 4%4 per cent yield. 
There is no financial trouble that we are in; we don’t have to 
reestablish any financial integrity or any financial credit. Still, 


looking ahead in December, 1931, this very patent fact occurred to 
me. Nobody in charge of a State—and I presume the same thing 
is true with regard to the Nation—no Governor in charge of a 
State has to sit-down and wait for his next budget before curtail- 
ing expenses and retrenching and spending less. There may be 
items of State expenditure, doubtless there are, which have to go on 
because of the requirements of their appropriations. 


So far as the general run of departmental expenses are concerned, 
if you want to retrench, all you have got to do, or all you ought to 
have to do, is call*your department heads together and instruct them 
to retrench. We did that in Maryland in December, 1931, a number of 
months ago; and I felt that I was fortunate—I didn’t have a cabinet— 
in having department heads who did not advise me that there was no 
way in which they could save money, but to advise me that they recog- 
nized the situation’in which we might find ourselves two years hence 
when our next budget takes effect, and that while it was difficult and 
while it was not easy, nevertheless they were going to do what indi- 
viduals have to do, and that they would follow gladly my instructions 
to save. They agreed to save an average of about 5 per cent of their 
annual appropriations. 


Will Have Surplus Next Year 


The result, I am perfectly confident, will be that if when the next 
budget comes to be prepared and take effect the first of October, 1933, 
there has been a serious falling off in State revenues, we will have laid 
aside a surplus, a nest egg which will enable us to continue to run 
the government for the next budgetary period without the necessity 
of raising any taxes or finding any sources of revenue at all. 

With regard to coordinating the different kinds of taxation, we 
looked a little ahead about that, too. Last August a committee was 
appointed, of which I named as chairman Dr. Jacob Hollander, one 
of the leading economists of the country, if not of the world, and they 
are already at work studying that proposition that we don’t have to 
begin to study. : 

I have said these matters not because I wanted to inject for a 
momént the affairs of my own State into this Conference, but simply 
because I do think it fitting that that situation should be known. It 
should be known that at least in my little State We don’t have to 
reestablish any financial credit; we have got a financial credit estab- 
lished, and we are maintaining it in the manner in which I have desig- 
nated. Doubtless more can be done, and we are certainly going to try 
our best to do more, and will gladly cooperate with you gentlemen and 
our President in any manner or means which may be devised for that 
purpose. 

I want to express, finally, my appreciation to Governor Cross for 
what I consider the healthy, straightforward character of his speech. 
He talked about the kind of subjects which I have always thought this 
Conference ought to talk about. 

I recognize fully, of course, that votes are impossible, because this 
Conference cannot and ought not to bind all of the Governors; but 
when Governor Cross interjected into the discussion questions which 
he did at the conclusion of his remarks, he was certainly interjecting 
a discussion of things which are in the minds of the American people, 
in the minds of each of us. The Conference isn’t any worse off; the 
Conference is better off for bringing them out in the light of day, and 
for having the benefit of his conclusions about them. I add my com- 
plete endorsement of the things which he said, and I do think that in 
this day of mounting expenses and difficult State and National financ- 
ing, you can’t do better than at least give thought to what he said 
about the economic aspects of prohibition. It can’t be that we can 
have a source of revenue which if adopted will come into the United 
States Treasury and relieve us of the necessity of all these useless 
taxes and excise taxes, and what not—it can’t be that if we can have 
that, at least serious consideration should be given to whether or not 
we ought to get it. 

Of course, what he says about the tariff is true, too, because as I 
said last night, I can understand the viewpoint of a very high protec- 
tionist, and I can understand the viewpoint of a low kind of man. 
Surely we don’t want a tariff that is so high that, as Governor Cross 
says, it compels American industry to go abroad and employ foreign 
labor, or when our home labor isout of of a job; and we must realize, 
too, that the tariff has become not a local issue, not a party issue even, 
not a National issue even, but a matter for international negotiation 
and conference. (Applause.) 

CHAIRMAN CONLEY: Thank you for your discussion. 

Is there any further discussion of the Governors? If not, the Con- 
ference will go into executive session, and Governor Case, as Chairman, 
will take charge of the session. 


Executive Session, April 27, 1932 


The Conference went into executive session at 3:40 o’clock, Governor 
Norman S. Case presiding. 

An invitation was extended by Governor Rolph for the Confer€nce 
to be held in California in 1933 and was referred to the Executive 
Committee. 


The mem.-rs of the Executive Committee were reelected for another 
year with the exception of Governor Caulfield, of Missouri, whose 


term as Governor will expire next January. The new Executive Com- 
mittee is composed of Governor Case, of Rhode Island; Governor Dern, 
of Utah; Governor Roosevelt, of New York; Governor Pollard, of Vir- 
ginia; and Governor Woodring, of Kansas. 

Subsequently, the Executive Committee met and reelected Governor 
Case as Chairman and reelected Cary A. Hardee, of Florida, as Sec- 
retary. 

The invitation to meet in California in 1933 was accepted. 
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sensible tariff. But in the meantime we have got to get together and 
restore to some extent our international trade. 

I am speaking here in the State that produced Washington. The 
British attempted-to set up barriers against our trade in the West 
Indies. Washington, uniting with Jefferson and Hamilton, protested 
against this to the British government, claiming that, and rightly, 
if the Colonies of Great Britain would not take our goods we would 
be unable to settle our bills. Of course, you can see how little we 
have learned from Washington, Jefferson and Hamilton. 

Although we may differ politically in many respects, I believe we 
all agree that there must be international trade if the country is 
to prosper. We must have a place where we can send our surplus 
goods and our farm products, our wheat and our cotton and what 
comes from our mills. There will never be a return to prosperity. 
full prosperity, until the underlying economic conditions have 
vastly changed from what they are today; and whether that time 
is to be next year or the year after or five years hence, nobody knows. 
It depends upon the policy of our National Government. (Applause.) 

CHAIRMAN CONLEY: The next subject to consider on the program 
is a round table discussion of Conference subjects. We will now 
hear from any Governor who wishes to discuss a subject. 


Remarks by Governor Ritchie 


Governor Ritchie! (Applause.) 

Hon. ALBERT C. RITCHIE: Mr. Chairman, Your Excellencies, My 
Fellow Governors: I only want to inject myself in the proceedings 
for a very few brief moments. 

I think that we ali felt honored that the President of the United 
States should have visited us at our Conference this afternoon. It 
seems to me an eminently fitting and appropriate thing for the 
Chief Executive of our Nation to do, particularly in view of the 
fact that it was, I believe, President Roosevelt who inaugurated 
these Conferences. 

And I think that we are all appreciative of the “counsel of coop- 
eration” which President Hoover gave us. As I understand it, his 
“counsel of cooperation” divides itself into two parts: First, that 
the States as well as the Federal Government cut out expenses and 
retrench in order that their financial integrity might be maintained; 
secondly, that a study should be begun for the coordination of 
different kinds of taxes, with a view to their readjustment -or 
rearrangement, so that the tax burden would be more equitably 
distributed. ‘ 

The President spoke rather as if all of the States should be classi- 
fied together in perhaps their lack of regard or attention to those 
very vital and important subjects. I cannot speak; of course, for 
the other States—perhaps some of you may desire to do so on this 
point—but I would like the privilege just for a moment of leaving 
my State of Maryland out of that classification. 

In the first place, the State reorganization that is one of the 
plans which the President has for the Nation: Our State organiza- 
tion, like the reorganizations of many of your States, was completed 
a good many years ago, and it is a matter of administrative routine 

- now. Then, we have a budget system which sets a responsibility 
on the Governor of the State, not only to submit a budget but to 
submit a budget which balances. 

When our present budget was prepared, in January, 1931, I looked 
ahead—as I take it you gentlemen were looking ahead if your 
budgets were prepared at the same time—to what was inevitable, 
what was inevitably coming, and we not only cut down our expenses 
of the State government to the lowest possible scale, but instead 
of counting on any increased revenues from taxation, as I had 
always been safe in doing in the past, I didn’t count on any increased 
revenues from taxation at all, and wrote off a great many millions 
of dollars from the assessable basis of our stocks and bonds. The 
result was that when the current fiscal year began the first of last 
October, we had a balanced budget, and we had in our State treasury 
one-tenth of the budgetary requirements of the approaching year. 
After those expenditures, or about $38,000,000, we had an actual 
surplus in the treasury of $3,600,000. We had kept the budget bal- 
anced at the same tax rate which we have had for the last two 
or three years. 

Our tax rate began, when I began as Governor in 1920, with 3614 
cents per $100 of valuation, and has been gradually reduced to 25 
cents a $100; and that is the tax this year and next year, for 
our budget runs over a period of two years. 

Our State bonds sold in February on a basis of 454 per cent yield. 
There is no financial trouble that we are in; we don’t have to 
reestablish any financial integrity or any financial credit. Still, 


looking ahead in December, 1931, this very patent fact occurred to 
me. Nobody in charge of a State—and I presume the same thing 
is true with regard to the Nation—no Governor in charge of a 
State has to sit-down and wait for his next budget before curtail- 
ing expenses and retrenching and spending less. There may be 
items of State expenditure, doubtless there are, which have to go on 
because of the requirements of their appropriations. 


So far as the general run of departmental expenses are concerned, 
if you want to retrench, all you have got to do, or all you ought to 
have to do, is call*your department heads together and instruct them 
to retrench. We did that in Maryland in December, 1931, a number of 
months ago; and I felt that I was fortunate—I didn’t have a cabinet— 
in having department heads who did not advise me that there was no 
way in which they could save money, but to advise me that they recog- 
nized the situation:in which we might find ourselves two years hence 
when our next budget takes effect, and that while it was difficult and 
while it was not easy, nevertheless they were going to do what indi- 
viduals have to do, and that they would follow gladly my instructions 
to save. They agreed to save an average of about 5 per cent of their 
annual appropriations. 


Will Have Surplus Next Year 


The result, I am perfectly confident, will be that if when the next 
budget comes to be prepared and take effect the first of October, 1933, 
there has been a serious falling off in State revenues, we will have laid 
aside a surplus, a nest egg which will enable us to continue to run 
the government for the next budgetary period without the necessity 
of raising any taxes or finding any sources of revenue at all. 

With regard to coordinating the different kinds of taxation, we 
looked a little ahead about that, too. Last August a committee was 
appointed, of which I named as chairman Dr. Jacob Hollander, one 
of the leading economists of the country, if not of the world, and they 
are already at work studying that proposition that we don’t have to 
begin to study. 

I have said these matters not because I wanted to inject for a 
momént the affairs of my own State into this Conference, but simply 
because I do think it fitting that that situation should be known. It 
should be known that at least in my little State we don’t have to 
reestablish any financial credit; we have got a financial credit estab- 
lished, and we are maintaining it in the manner in which I have desig- 
nated. Doubtless more can be done, and we are certainly going to try 
our best to do more, and will gladly cooperate with you gentlemen and 
our President in any manner or means which may be devised for that 
purpose. 

I want to express, finally, my appreciation to Governor Cross for 
what I consider the healthy, straightforward character of his speech. 
He talked about the kind of subjects which I have always thought this 
Conference ought to talk about. . 

I recognize fully, of course, that votes are impossible, because this 
Conference cannot and ought not to bind all of the Governors; but 
when Governor Cross interjected into the discussion questions which 
he did at the conclusion of his remarks, he was certainly interjecting 
a discussion of things which are in the minds of the American people, 
in the minds of each of us. The Conference isn’t any worse off; the 
Conference is better off for bringing them out in the light of day, and 
for having the benefit of his conclusions about them. I add my com- 
plete endorsement of the things which he said, and I do think that in 
this day of mounting expenses and difficult State and National financ- 
ing, you can’t do better than at least give thought to what he said 
about the economic aspects of prohibition. It can’t be that we can 
have a source of revenue which if adopted will come into the United 
States Treasury and relieve us of the necessity of all these useless 
taxes and excise taxes, and what not—it can’t be that if we can have 
that, at least serious consideration should be given to whether or not 
we ought to get it. 

Of course, what he says about the tariff is true, too, because as I 
said last night, I can understand the viewpoint of a very high protec- 
tionist, and I can understand the viewpoint of a low kind of man. 
Surely we don’t want a tariff that is so high that, as Governor Cross 
says, it compels American industry to go abroad and employ foreign 
labor, or when our home labor is‘out of of a job; and we must realize, 
too, that the tariff has become not a local issue, not a party issue even, 
not a National issue even, but a matter for international negotiation 
and conference. ( Applause.) ‘ ; 

CHAIRMAN CONLEY: Thank you for your discussion. . 

Is there any further discussion of the Governors? If not, the Con- 
ference will go into executive session, and Governor Case, as Chairman, 
will take charge of the session. 


Executive Session, April 27, 1932 


The Conference went into executive session at 3:40 o’clock, Governor 
Norman S. Case presiding. 

An invitation was extended by Governor Rolph for the Confer€nce 
to be held in California in 1933 and was referred to the Executive 
Committee. 


The mem:-rvs of the Executive Committee were reelected for another 
year with the exception of Governor Caulfield, of Missouri, whose 


term as Governor will expire next January. The new Executive Com- 
mittee is composed of Governor Case, of Rhode Island; Governor Dern, 
of Utah; Governor Roosevelt, of New York; Governor Pollard, of Vir- 
ginia; and Governor Woodring, of Kansas. 

Subsequently, the Executive Committee met and reelected Governor 
Case as Chairman and reelected Cary A. Hardee, of Florida, as Sec- 
retary. 

The invitation to meet in California in 1933 was accepted. 
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